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_ America and the Dictatorships 


WHAT SHOULD BE OUR POSITION? 
By W. R. CASTLE, former Under-Secretary of State of the United States 


On Wednesday, December 7, 1938, in the Chamber of Commerce Auditorium, as one of a series of discussions on 
Inter-American problems, under the auspices of the Inter-American Center of George Washington University 


HERE are, as you know, two philosophies as to Amer- 

ican relations with nations under dictatorships, partic- 

ularly Germany and Italy. Japan, which is not under 
a dictator but professes certain principles similar to those of 
the Nazis and the Fascists has been brought into the same 
category. For some unknown reason, Soviet Russia is not 
generally included, although the dictatorship of Stalin is cer- 
tainly as implacable as that of Hitler himself. One theory 
as to our relations with the dictator nations is that we can 
and should live our own lives and manage somehow to get 
along with those who think differently, and that we most 
certainly should keep ourselves from involvement in any war 
that does not directly concern us. The other theory is that we 
must do our share to support the so-called democracies against 
the dictatorships even though war may be the result. I believe 
firmly that it is the duty of every American to think through 
these two theories and come to a personal decision as to which 
he believes is better for the nation. 

The future of our relations with our Latin American 
neighbors, from the economic quite as much as from the 
political point of view, is in large measure dependent on our 
attitude toward the dictatorships and the extent to which 
we shall actually oppose them. On that choice rests the 
alternative between an active policy of trying to divert into 
other channels trade between South America and the dictator 
countries, and a more passive policy of building up our own 
trade with the nations to the south by all legitimate means 
without any direct attack on Latin American trade relations 
with the rest of the world. 

Personally I cannot help believing that the second choice, far 
more than the first, will in the long run further our friend- 
ship with our American neighbors. It always creates trouble 
and generally is useless to try to divert trade from its natural 
channels except as changing times create new channels. We 
cannot ask South America not to raise beef and wheat and 
cotton; but at the same time we cannot buy from South 


America large quantities of products of which we already 
have a super-abundance. Europe and Japan need them and 
so long as Europe and Japan can pay for them we cannot, 
without adopting a dog-in-the-manger policy, attempt to 
prevent the trade. This is true even when that trade is car- 
ried on by means of reverting to ancient methods, by barter 
arrangements, under bi-lateral agreements for example, which 
may go a long way toward destroying our own export mar- 
ket. We can retain the Latin American market and at the 
same time retain Latin American friendship only by making 
it more advantageous to Latin America to buy from us than 
from others. Our Latin American neighbors are like all 
others—they buy where they can buy most cheaply and they 
sell where they can sell at the best price. If we try to be 
moral uplifters and to persuade the Latin Americans not to 
trade with Germany and Italy and Japan because they are 
naughty people and may corrupt morals, we shall merely 
make ourselves ridiculous—unless we can supply other mar- 
kets. And if we try to be paternalistic, to act as policemen, 
we shall so irritate Latin America that trade will inevitably 
languish. 

We must not feel that to be a good neighbor we must 
give up our rights. We must not forget the fact, pointed out 
by President Coolidge, that American citizens and American 
property abroad are just as much a part of the national do- 
main as though they were at home. American investments 
in foreign countries are part of the wealth of the United 
States and if they are legitimate investments, made in accord 
with the laws of the particular country, they should be pro- 
tected by our Government by all proper means short of mili- 
tary force. I make this exception because war is destructive 
of all values and can never, in any legitimate sense, be a pro- 
tection to investments. On the other hand, weakness in de- 
fense of American rights is just exactly as fatal to respect and 
goodwill as are blustering and intemperate claims that go 
beyond our rights. We cannot be successful traders unless 
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we have the respect of those with whom we trade. And in 
these days we seem sometimes to forget that there can be no 
real respect where there is contempt. 

Our recent dealings with Mexico illustrate what | mean. 
I wonder whether anyone here really believes that these deal- 
ings have increased our prestige in Latin America or have 
increased the respect of these friendly republics of the West- 
ern Hemisphere. Let us look at the situation for a moment 
as it appears historically. We have loaned to Mexico in the 
course of years some $93,000,000.00, by far the largest part 
being for railroad development. There is no doubt that early 
Mexican loans, almost all made in Europe as we were not 
then a lending nation, were made at a too high interest rate 
nor that all such unfair loans should be vigorously discour- 
aged. Nor is there any doubt that large slices of most loans 
were appropriated for their personal use by Mexican officials. 
In spite of all this however, the development of the country 
was greatly aided, in fact, could hardly have been brought 
about without the money secured in this way ; and we must re- 
member that, except for the very earliest loans, interest rates 
have been very low. American bankers during the last 
twenty-five years have played a square game with the Mexi- 
can Government. We must never forget that these outstand- 
ing bonds are a part of our national wealth. Yet at the pres- 
ent time all of them are in default as to both interest and 
‘mortization; the Mexican Government has destroyed the 
seurity back of many of them and has apparently made no 
atempt to meet the payments due. The American Govern- 
me does nothing about it although the loans were made in 
yood faith and in most cases for constructive purposes. The 
Administration does not seem to see that sound trade can 
never be built on broken promises nor that, if promises are 
broken once, it is a precedent for breaking them again. 

Probably a billion dollars of American money is invested 
in Mexico and the actual development within the country in 
the way of mines, modern agriculture and oil production has 
been of inestimable advantage to the Mexican people. Dur- 
ing the various Mexican revolutions there was wide-spread 
looting and destruction of American property and it took 
many years of discussion before the Joint Claims Commission 
could agree and officially settle on figures for what was 
universally admitted to be only minimum compensation. One 
or two payments were made; then there were promises of 
future payments and now it appears that even the promises 
have been forgotten. But these amounts, however justly due, 
were not in exactly the class of repayment of moneys advanced 
for the development of Mexico. The bonds and even more 
the direct investments in property represent just exactly this. 
The fact that Americans so investing hoped to make a profit, 
in no way changes the fact that the many enterprises were 
of great value to the Mexican nation. It is true that the 
American Government has recently reached an agreement 
with the Mexican Government for the repayment of part of 
the agrarian claims, this payment to be made during the next 
ten years or so. There has never been any question as to the 
legality of the holdings nor as to the fact that they have 
stimulated all Mexican agriculture. But the Mexican Gov- 
ernment now says that the settlement cannot be allowed to 
interfere with the theory that all land is the natural property 
of the peons who live on the land. This theory has been 
made paramount to all legal and constitutional rights. I am 
convinced that under the circumstances no one in the Amer- 
ican Government would be willing to predict continuance 
of the payments after the first installment and I am quite 
sure that no one in the Mexican Government believes that 
it will happen. 

Recently, as you all know, the Mexican Government, on 
the fimsiest of pretexts and with no regard for the Mexican 


constitution, seized foreign oil properties. These properties 
would not have been developed except for the imagination and 
the energy and, if you will, the desire to make money of 
foreigners. They were held under every legal and equitable 
title and the operators employed, for wages far above the 
average, some 17,000 Mexicans. (It is interesting to note 
that since the seizure 5,000 workers have lost their jobs.) 
The oil wells also supplied the Government with a large 
part of its revenue. When the seizure occurred the Secretary 
of State of the United States pointed out the undeniable right 
of any Government to expropriate with compensation but, 
although the Mexican Government immediately proclaimed 
its intention of paying, it refused to specify any time for pay- 
ment even in the far distant future. In July and August 
Mr. Hull wrote two really stiff notes to Mexico on the land 
expropriation, presumably to establish a precedent for later 
representations on the oil properties as well as to get what 
money could be obtained for the owners of the land. But 
after these stiff notes the Department unaccountably returned 
to the “good neighbor” policy which is apparently, in its 
opinion, a one-sided affair, meaning that the United States 
must give and give and give but that there is no obligation 
on others except to take and take. In this the Department 
forgets that a good neighbor must also, and first of all, be 
a good citizen and that in consequence the truly good neigh- 
bor does not condone theft even of his own property. It was 
after those notes to be sure that the Department of State 
made the so-called settlement of the agrarian question which 
I have just noted. The tragedy of this agreement is that 
the Mexican Government not only does not promise in the 
future to respect private property of Americans; it does not 
admit that American claims in connection with the seizure of 
the land are just; and it specifically adds that the settlement 
is not to be considered as a precedent. Inasmuch as the De- 
partment accepted this interpretation we have no standing 
at all in any claim for payment for the seized oil properties. 

In all this miserable story of despoilation the American 
Government still continues to turn the other cheek—until 
one wonders how many cheeks it has. We have made no 
vigorous attempt to protect our own citizens. If the Gov- 
ernment of the State of Texas should suddenly seize oil wells 
within that state which were owned by Mexicans, the Depart- 
ment of State would rush to the protection of the despoiled 
Mexicans. Yet it does nothing for despoiled Americans. It 
is this evidence of weakness—which is not synonymous with 
good neighborliness—that may well cause repercussions 
throughout Latin America disastrous to all American inter- 
ests. And the even more amazing thing is that while the 
American Government does nothing to get back the stolen 
American property it continues without interruption to act 
as Mother Bountiful to Mexico. It is true that public opin- 
ion put a stop to further direct purchases of silver from the 
Mexican Government at a fictitious price but this has not 
slowed down at all American silver purchases in the open 
market which are just exactly as valuable to the Mexican 
economy. Mexico, largely because it has turned over the 
stolen lands to small tillers of the soil, suddenly does not 
grow enough grain for its own use, although it was formerly 
an exporting country, so the American Department of Agri- 
culture has sold one million and a half bushels of American 
wheat to Mexico at sixty-five cents a bushel, which means a 
direct loss to American taxpayers of $280,000.00; and if 
Mexico paid for this grain in promissory notes the loss will 
probably be far greater. But the most amazing thing of all 
it that our Government actually permits the oil stolen from 
our own producers in Mexico to come into this country to 
be refined and then, supposedly, to be re-exported. It is 
actually coming into Texas now at the rate of 15,000 barrels 
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a day. Some of it remains in this country, without any doubt, 
and all of it undersells our own oil producers in world mar- 
kets because the Mexican Government, now exploiting the 
wells, has no capital investment to think of. Great Britain, 
France and Holland will not permit this stolen oil to be 
landed. At first most Latin American countries also refused 
but now Mexico has a good argument. “The United States,” 
it says, “does not mind. It permits us to ship the oil to Texas 
to be refined.” And what could be the answer to that? 

Although the Mexican situation is by far the worst, other 
countries of Latin America have been almost equally contemp- 
tuous of our interests and of their contracts with our citizens. 
Some are, even now, considering or actually passing legislation 
in derogation of American rights. It looks, for example, as 
though foreign banks would be driven from Panama and as 
though Costa Rica were preparing the way to follow Mexico 
in confiscation of property. Columbia has consistently re- 
fused all service on American bonds although there has prob- 
ably never been a time when interest, at least, could not have 
been paid had there been a will to pay. There is no reason 
now, however, to go into these various defalcations deeply 
since they merely serve as background to the Mexican picture. 
Argentina, it is pleasant to relate, is paying in full both inter- 
est and amortization on its national bonds. But the fact re- 
mains that whereas the bonded indebtedness to the United 
States throughout the world was just under 40% in default 
at the beginning of 1938 that of Latin America was in de- 
fault just over 85%. 

Remember that these bonds are not held by Wall Street, 
as one often hears, but that the holdings are widely scattered 
among some 600,000 American investors. If these people 
were articulate they would demand some sort of protection 
from their own Government but as it is they are inclined 
to blame the banker from whom they bought their bonds 
rather than the nation which has defaulted. Their troubles, 
therefore, do not become a political issue. Remember that 
the bonds in default are often in default not because of lack 
of ability but because of lack of will to pay. Remember also 
that in many instances the debtor nations, which claimed they 
could not pay interest because of inability to secure exchange 
still were able to find exchange to buy up their own bonds at 
rates which had been greatly depressed just because of the 
non-payment of interest. There have even been instances in 
which they not only bought their own bonds but re-sold at 
a profit and again bought in when the price went down once 
more. This is, to say the least, speculating with marked cards 
on the part of the issuing governments. I have said that 
good neighborliness had to be on both sides, not on one only. 
I also assert that respect, on which rests the possibility of suc- 
cessful trade, must also flow in both directions. We must 
make the nations of the American continents respect us be- 
cause of the scrupulously fair and just use of our own power. 
But equally they must make us respect them because of their 
fair and just treatment of our citizens. The Department of 
State falls into sad error when it believes that credit will be 
indefinitely advanced to nations which repudiate their obli- 
gations. Credit depends on confidence more than anything 
else, and credit is the life blood of trade. 

If what I have said of the repayment of debts honestly 
incurred is true as to its effect on the flow of trade, it is even 
more strikingly true that trade is directly stimulated or de- 
pressed by the treatment of investments of the nationals of 
one country in another country. This is so clear as to need 
no explanation or proof. The presence of American money 
or American persons in another country inevitably increases 
trade in both directions. But if Americans are driven out— 
the numbers in Mexico have dropped from 50,000 to 10,000 
in comparatively few years—or if American investments are 





discriminated against, or, in the worst case, are actually 
confiscated, the trade resulting from these investments ceases 
and all other trade hesitates. (I must say here, parentheti- 
cally, that, so far as trade figures with Mexico for the year 
are concerned, the inclusion of silver bought from Mexico 
or of wheat sold to Mexico must give a false picture since 
both transactions are abnormal.) One of the best ways to 
build up trade, therefore, is the encouragement of investment 
and travel, the knowledge on the part of the people of a 
country that citizens and property in another country will 
always be considered by the home government as part of the 
national domain and will be protected as such. 

These things are fundamental and without them trade must 
inevitably languish. Nor will it be permanently improved by 
palliatives and artifical stimulants. A stupendous interna- 
tional plan of armament building, for example, would bring 
a temporary stimulation but it would be as false in the final 
analysis as is domestic stimulation by pump-priming. In the 
depressed state of world economy, moreover, the different na- 
tions cannot afford a great armament program because it 
would simply increase the already crushing load of debt and 
drain away what is left of national credit. I hope that the 
American delegation to the Pan-American Congress in Lima 
will not unduly stress international danger from the dictator- 
ships, a danger really non-existent on this continent in a 
military sense, in order either to bring about the adoption 
of a great armament program throughout Latin America or 
to frighten the other American nations into gratitude and a 
consequent sense of dependence on us because we promise 
to be the protector of half a world. This kind of thing can- 
not lead to permanent understanding and the great work of 
the Congress should be to increase confidence and trust among 
the nations of the hemisphere. 

There are many who refuse to look at this question of 
inter-American relations realistically, who feel that some- 
body, probably the President of the United States, holds a 
magic wand which he has only to wave to smooth away all 
the reasons for misunderstanding between the peoples of the 
hemisphere. Yet the very compound, “Latin-American”, 
shows that the people of these countries have racial affinities 
with Europe whereas they have none or very few with the 
United States. As I have already said, furthermore, their 
principal products, with the exception of coffee, are things we 
do not want at any price. These things are more powerful 
than any magic wand and must be borne in mind when we 
talk of trade agreements. 

Many people seem to have the naive belief that if we 
negotiate trade agreements with all the countries of Latin 
America the problem will pretty well be solved. They think 
that these agreements will give us an advantage over the rest 
of the world ; that they will so increase the affection of Latin- 
America for the United States that European ties and even 
the desire to buy as cheaply as possible, will be forgotten. I 
do not deny that trade agreements are a step in the direction 
of removing trade barriers. I do not deny that, although our 
sales to South America were, in 1937, only 69% of what 
they were in 1929, our sales to the few countries with which 
we have agreements were 136% of the 1929 figure. Our 
sales to the islands of the Caribbean were only about half 
what they were in 1929, the countries with trade agreements 
being a little better than those without. In Central America 
we sold last year 69% of what we sold in 1929 and curiously 
enough in this instance the sales to non-agreement countries 
amounted to 104% of the 1929 figure as against 51% to the 
countries with agreements. But look at these same percent- 
ages between Latin-America and other countries. Import 


trade with France and Italy was not as much in percentage, 
as compared with 1929, as our own. The sales made by Great 
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Britain were a little better than ours in South America and 
the islands, not quite so good in Central America. With 
Germany the story is different. Where we have 69% of our 
1929 level in Central America, Germany has 162% of hers. 
In South America the figures stand, United States 75%, 
Germany 115%. In the islands, United States 57%, Ger- 
many 80%. And the increases in Japanese sales have been 
phenominal: Central America 647% ; South America 698% ; 
the islands 1869%. Remember that these figures have noth- 
ing to do with volume. In practically every instance the 
United States stands first in volume. 

These figures seem to indicate the weakness of the trade 
agreement policy as a means of dominating Latin-American 
trade. If world conditions were different I should be in 
hearty accord with Mr. Hull in what he is trying to do because 
I think it would have a chance of success. But world condi- 
tions have changed vitally. They are what they are and we 
must agaim be realistic. I have always been an advocate, in 
theory, of the general-unconditional-most-favored nation prin- 
ciple. But it stands to reason that the theory will work only if 
most nations of the world admit its validity and live up to it. 
Many years ago, just as the United States signed its first 
treaty of this kind, Monsieur Jusserand said to me, “For 
years the world has wanted you to adopt this theory and 
now, just as we are all discarding it, you take it up.” Ac- 
tually, today, a large and important part of the world believes 
in strict bilateral agreements which are in direct opposition to 
the unconditional-most-favored-nation principle. We may dis- 
like this very much, but it is a fact, and we have nothing to 
offer to the totalitarian governments which would make them 
change. 

To take a specific case, look at German trade with certain 
Latin-American states. It is largely a matter of barter, under 
bilateral agreements. The Argentine, for example, must take 
as much from Germany as it sells to Germany, must, in fact, 
take a little more, and this extra must be paid for in cash. 
Germany does not sell drugs except for cash and the Argen- 
tine must find foreign exchange for the drugs it buys. The 
cash generally comes from sales to the United States, and 
thus, again and again, analysis would show that with all our 
opposition to the totalitarian states, we are helping largely 
to finance them. There is nothing whatever in the trade 
agreements to prevent this and just as long as bilateral agree- 
ments with certain European states are advantageous to the 
states of Latin-America they will be made, and there is noth- 
ing whatever that we can do about it. Our own trade will 
always be decreased by the amounts that a nation, party to a 
bilateral treaty, is forced to buy from the other country in order 
to maintain its own power to dispose of goods which cannot 
be disposed of to advantage elsewhere. The trade agreement 
as a bargaining instrument or as a means of securing Amer- 
ican trade against the claims of others is quite futile. 


But if we cannot secure the preponderance of Latin-Amer- 
ican trade through trade agreements or through sentimental 
appeal to continental solidarity, or through fearsome whispers 
of danger of invasion, is there nothing to do except sit back 
and turn over Latin-America to the dictators? By no means 
is this the case. We can keep a fair share of the trade and 
can increase what we have now by steady, friendly cooperation 
that is neither domineering nor weak. Many Latin-American 
nations need re-financing. Perfectly impartial studies of their 
capacity and their resources should be made just as such 
studies are made of business concerns. There indebtedness 
should be scaled down in accord with their capacity to pay, 
not tossed overboard because repudiation or even forgiveness 
of debt is a bad augury for the future. Then further Amer- 
ican financing for productive purposes should be made avail- 
able. There is plenty of idle money in the United States, 
much of which would go into Latin-America if the invest- 
ments appeared safe—and I believe there are ways to make 
them wholly sound. Then, as always, trade would follow in- 
vestment. At the same time I am sure that American banking 
laws, however salutary new regulations may be at home, 
could be relaxed in the case of branch banks abroad to enable 
them to carry on such banking operations as are expected and 
as are carried on by other banks. As it is they are taxed out 
of existence because they must incorporate in the country 
where they operate and their stock cannot be held directly 
by the home bank. This means double and sometimes triple 
taxation. As it is now, our banks are being replaced by 
French and British and German banks and nobody can expect 
them to promote trade between the United States and Latin 
America. 

In this whole question of our relations with our neighbors 
to the south the most obvious and least dramatic things are 
generally the truest. We shall build up our trade successfully 
only if we do it by honest and unspectacular methods. We 
must try to be friend and not schoolmaster. We must insist 
on treatment as fair as that we give. We must not try to 
dam the inevitable channels of trade. We must prove the 
value of democracy by holding fast, ourselves, to democratic 
methods and principles—and proving that they work. We 
must be strong, but we must also be just. We must be a good 
neighbor and at the same time insist that those around us 
mind their manners and their morals also. We must make 
it clear that our first interest must always be the welfare 
of our own people so long as they behave themselves, and 
then prove that one of the means by which we seek their wel- 
fare is helping to keep our neighbors prosperous and happy. 
The pendulum has swung from arrogance to supineness. It 
must seek its balance because only then can we trade as a 
respected friend with these nations which we shall always 
treat as our political equals. 


Divided We Fall 


WE CAN BUILD A BETTER WORLD 
By WILLIAM F. RUSSELL, Dean of Teachers College, Columbia University 
Delivered before the American Congress of Industry, December 9, 1938 


well have seen a condition develop in the last few 
years which is greatly to be deplored. The people are 
dividing into two hostile camps. There is a town in France 
which I frequently visit, down on the edge of the Pyrenees. 
It is a cavalry post, in the center of a horse breeding country 


Tet of us who know France and like the country 


with a famous horse market. There are few factories. It 
was the birth place of Maréchal Foch, the home of Bertrand 
Barere, and it was from this place that D’Artagnan was sup- 
posed to have said goodbye to his father, and climbed upon 
his queer horse to ride to Paris later to join the Three 
Musketeers: In the local paper there will appear a notice 
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of the meeting of the Communists for the next Sunday; and 
on Sunday when you go down to attend, there in the park 
will be assembled a great crowd of the people. On the 
front row of the platform is seated the local Deputy, their 
Congressman, who is a prominent Communist leader in the 
Chamber at Paris. At his side is the Spanish consul, repre- 
senting what we call the Loyalist government over across the 


mountains, but what the Béarnaise call the “reds”. The red 
flags fly. Fists are thrust high in air. Children chant the 
Internationale. Speakers orate on Russia. But later on in 
the day, we go back to town to talk with our friends, with 
farmers and merchants, with doctors and dentists, with 
teachers and booksellers, with my waiter and with the patron 
of the hotel. I can’t talk with the good chef of last year. 
He has been discharged because he is a communist. But they 
take me to one side and they talk. The Republic is sick— 
the government is not to be trusted—the radicals are cor- 
rupt—remember the Stavisky affair—democracy cannot work 
—the reds are in the saddle—have you heard of the plans 
of Colonel de la Roque—have you read the new book by 
the son of the Royalist pretender to the throne—he knows 
what he is talking about—what France needs is a king, or a 
Franco—you can’t trust the teachers, three-quarters of them 
are Socialists or Communists—we are afraid to send our 
children to the public schools. 

Where I used to find all sorts of political parties, now 
everybody seems to be going right or left. There are not 
many moderates. Soon there will be no choice but the social- 
ist-communist coalition on the one hand, or fascism or royalty 
on the other. Nothing is so dangerous as this bi-modal divi- 
sion. Nothing is so perilous as a nation divided in two. I 
hope that this will never happen in the United States. 

Nevertheless, among us, at the present time we see some 
indications of such a trend. We have our alien “isms”. Some 
are most critical of our government and life. Some say we 
are weak. The Communists drive from the left. The Fascists 
attack from the right. We are greatly concerned and puzzled. 
We are becoming nervous and suspicious. Businessmen sus- 
pect teachers and professors of radicalism,—possibly Com- 
munism. Educators suspect business of reactionary conserva- 
tism,—possibly Fascism. Education and business are pulling 
apart, and behind us the country shows certain definite signs 
of starting to divide. This is just what the enemies of the 
Republic want. They hope to divide,—and conquer. 

There is no reason why we should pull apart. We can 
all stand together. The forces of education should join with 
the forces of business, agriculture and labor, to form one 
solid, United Front. There are forces that drive people apart, 
and there are forces that drive people together. People will 
join together for fear, like sheep huddled together against 
the wolf. This explains whatever unity we saw recently in 
France. There is union caused by greed, such as the Pirate 
Crew; or union by hate, as in a Kentucky feud. In none of 
these unions is there strength. The Union for which I plead 
tonight; the Union to which I summon you; is a union 
cemented by knowledge and learning. If we wish united to 
stand ; we must first understand. If we wish to hold together, 
we must all reach the truth. We must skim off the scum 
of propaganda. We must let out the heat. We need fearless 
search for the facts; and unbiased interpretation. To the 
scholarship of the Halls of Learning, we must join the 
scholarship of the mill and the marketplace and the farm, 
that all of us in all occupations can study and plan and act 
as a unit to strengthen the Republic and to defend and ad- 
vance the American way. 

To defend the American way we must know who our 
enemies are and how to beat them. Communism has a defi- 
nite and consciously planned program of attack. It knows 





that it cannot win by democratic methods. It advocates 
Revolution. Since men thought it out, men can plan against 
it. We know the enemy. We have mapped the program to 
defeat him. 

The next problem is Fascism. But Fascism is different! 
In the United States today there is no significant Fascist 
movement that is planned. We have no royalists. No one 
wants a king. We have no organization like the Croix de Feu. 
We need not fear, I am confident, the khaki shirts, or silver 
or gold. We have no Fascist political party, like the Mosley- 
ites. No, the Fascism that we have to fear is Fascism— 
unplanned and unconscious. You and I may forget to guard 
against despotism. “Slavery is a weed that grows in every 
soil.” The Fathers feared reaction—that explains their em- 
phasis on such statements as—the flame of liberty needs 
loving care—the price of liberty is eternal vigilance. We may 
be off our guard. Bit by bit, little by little, making but one 
slight concession at a time, we may awaken to find ourselves 
in chains. 

The American way of government and life, deliberately 
chosen for us by the Fathers, is the hard way. It is not 
simple. Our instincts do not work in that direction. Left 
alone, allowed to develop as their nature intended them, men 
will not govern themselves by reason, discussion and popu- 
lar consent. Primitive tribes live under despots. They look 
for the Leader, and they want him to lead. They like to 
dress up in feathers and paints and unusual costumes. They 
enjoy the war dance. They fall into line and parade. 

Primitive government and life is natural to us. Left alone, 
we lap it up. We admire the Big Man. We like to be told 
what to do, whom to follow, where to go and when to start. 

We have few natural tendencies which lead us toward 
democracy. We have many that unconsciously lead us toward 
Fascism. If we would defend the Republic and the American 
way, it behooves us to examine what Fascism is and how it 
came to be, so that we may discover whether or not we can 
see in ourselves any tendencies which we had better correct. 

Fascism is government by a clique led by the Big Man. 
It uses a private army to seize the power. It rules all the 
activities of the State. It banishes; it kills; it intimidates; 
it bends to its use all the agencies of public information and 
osama It scorns democracy. It operates upon hope and 

ate. 

There are certain social conditions which seem to attend 
the growth of Fascism. Government must be weak and 
bankrupt. Leaders must have lost confidence in themselves. 
The people must be so miserable as to be willing to try any- 
thing once. Either they must be unschooled and ignorant 
as in Italy, or schooled as in Germany to love their chains. 
For a hundred years, German education has produced citi- 
zens, willing to follow the leader blindly. Fascism seems to 
be a reaction following widespread acceptance of Utopian 
ideas of social theorists who inflame envy, hold out hopes 
for an easy, rosy future in a world of plenty, and at the same 
time refuse to consider practical plans for life in the wilder- 
ness which all pilgrims must cross before they can reach 
the Promised Land. 

The Fascist has never discovered the key principle of 
Democracy. I wonder if you were as much amused as I a 
few weeks ago when Herr Hitler philosophised on the unre- 
liability of the democracies. You will remember he stated 
that he could deal with the present leaders, but what would 
he do with their successor? I do not think that Mr. Hitler 
knew that he was stumbling upon the greatness of the democ- 
racies and his own weakness. For while it is admitted that 
dictatorships can on occasion rise to points of high efficiency, 
in the long run they degenerate. One hundred and fifty 
years ago, when our Constitutional Convention was in ses- 
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sion, the country was in a perilous state. Taxes could not be 
collected. There was a huge debt. The army and navy were 
weak. Congress was powerless. There was available in the 
person of General Washington the man who had the con- 
fidence of all, the man who could put this little country on 
its feet. But the Fathers, afraid of his successor, and fear- 
ful of degeneration in the long run, devised a government 
with checks, balances, and divided powers, and vested perma- 
nent authority in all the people, since only by that plan could 
there be a succession certain in the long run to work for the 
benefit of all. Herr Hitler need have no fear of future pre- 
miers or prime ministers. Like the present leaders, they will 
represent the will of the people. Nevertheless, all of us 
can have just fear of Herr Hitler’s successor. 

Fascists have no faith in popular rule. Hence they restrict 
the voice of the people. They abridge the rights of meeting 
and assembly. They censor the radio and the press. They 
refuse the right of free speech. They obstruct the right to 
vote. They remove the suffrage from whole sections of 
the population. They becloud issues so that there is con- 
fusion as to what the vote is all about. They nullify the 
expressed will of the voters by lobbies and bribery. They 
buy votes. 

The real enemy of Fascism just as of Communism is edu- 
cation; not any kind of education, but education for free 
men in a free world. The Fascist may want the people to be 
schooled—but he does not want their eyes opened. He wants 
them disciplined; he wants them to learn to follow orders. 
He wants them to learn one point of view. Controversial 
issues must not be discussed. Teachers’ oaths and purges are 
ordered. He wants educational opportunity restricted to the 
few. Only so many in high school; only a few in college. 
Let all the rest pay for the cost. 

The way to beat Fascism, just as the way to beat Com- 
munism, is to prevent the conditions from arising amongst us 
that gave it its chance in Europe. The program as I see it is 
simple in principle, however difficult it may prove to be in 
accomplishment. 

We must, all of us, understand what our government is 
and how it came to be. It is not rule of the mob. It is not 
the sharing of all decisions. It is a Republic, a government 
of the free by their chosen representatives, within the limits 
ef the law of the land changeable at any time at the consid- 
ered will of the people. We must come to understand the 
wisdom of rule by the people. Abridge this in any way, and 
sooner or later you will have the clique and the Big Man. 
We must learn to understand democracy, to practice it, to 
defend it, and to advance it. 

We must, all of us, stand up for freedom of speech, es- 
pecially when we do not agree, a free press, free communica- 
tion of ideas, and we must preserve the right to meet and 
assemble. Any compromise with this principle leads straight 
to despotism. 

We must, all of us, support government by reason, discus- 
sion and popular consent. An idea can be met only by a 
better idea, and crackpot theories like Social Credit and 
Thirty Dollars Every Thursday can be defeated only by 
better understanding of their consequences. 

We must, al! of us, support an adequate education; neither 
a luxurious nor extravagant education; but a good minimum 
for every child, whether he is poor or rich, white or colored, 
living in the wealthiest state or in the most backward region. 
These children will vote. If they are ignorant, they will 
be dangerous. We must have competent teachers. We must 
have proper buildings and equipment. 

We must, all of us, assume a certain responsibility for our 
youth. We cannot expect a loyal citizenry; if our youth have 
no jobs to do, no prospect in their lives. It is a serious 








thought for us to consider that there must be thousands of 
boys and girls in the United States today who have no mem- 
ory of any source of family income but the relief pay check 
of the federal government and no prospects beyond the CCC 
Camps and the NYA. 

This gruesome account of the characteristics and develop- 
ment of Fascism must cause concern to many of us; because 
there is not one of us, I feel quite sure, who can truthfully 
say that he is without some tendency toward it. I may add, 
parenthetically, that were I addressing Communists, Social- 
ists, or even the League Against War and Fascism, I should 
make exactly the same statement. Judged by this analysis, 
some of those who declaim most loudly against Fascism, are 
doing the most to bring it. 

Thus, although we have no Fascist party, although we 
need have no fear of black shirts, silver, or gold, there never- 
theless exist in you and me and in everybody tendencies un- 
consciously driving us in the direction of Fascism. We know 
also that we have Communists among us consciously plan- 
ning the overthrow of our government. These are the forces 
which will divide us, and every effort should be made to 
combat them and to bring us together. 

We must do nothing whatsoever to bring Fascism. We 
must do all we can to defeat Communism. We must avoid 
the pitiful situation that we see in some countries of 
Europe where the people are divided in two. We must 
form a United Front. Education is not selling out to busi- 
ness. Business is not selling out to education. All of us must 
sell out to Democracy, and that means we must stand to- 
gether. The stupid feature of the present situation is that 
we do not stand together because we do not understand and 
appreciate each other’s point of view. There are many edu- 
cators who think that business is reactionary, that it has 
definite tendencies toward Fascism, and the radicals have 
helped to spread this idea. The Communist party has adopted 
as one of its aims the capture of the intellectuals. This plan 
is set forth in detail in their publications. The Communists 
seek to organize and radicalize the writers, journalists, artists, 
teachers and professors. These professions, they say, “mold 
the minds of the masses.” 


“JOIN THE COMMUNIST PARTY”, invites 
the Educational Vanguard, a Communist sheet distrib- 
uted at the doors of our colleges and schools. “Take an 
active part, as all true educators should, in the battle 
for jobs, peace, security and democracy. The Com- 
munists are proud to lead the fight for protection and ex- 
tension of school budgets and a full opportunity for 
all on every age level.” 


The Teachers Union issued a bulletin which in big type 


asked, “Who are your friends,” “There are two programs: 
CHOOSE.” 


“The United States Chamber of Commerce,” stated 
this dodger, “has sent out to local chambers of com- 
merce twenty suggestions for the reduction of school 
costs. It is significant that the letter of this body of 
organized business interests referred only to the pos- 
sible saving in school costs. No mention was made of 
other governmental expense.” 


Among the recommendations that caught the eyes of the 
teachers were suggestions to reduce salaries by 10 per cent, 
shorten school terms by 13 per cent, increase size of classes, 
reduced elementary curriculums to 7 years, high schools to 3 
years and impose a fee on high school pupils. 

In an opposite column to this was the firm appeal of 
Labor to support the schools and to protect as they put it, 
quite justly, “the teachers, children, schools and the nation.” 
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It is commonly thought by teachers, “the labor people have 
been the surest friends of Education in this country.” 

From time to time, particularly from 1932 to 1935, there 
were issued by various business organizations what appeared 
to the teachers as blind attacks upon the schools. These pub- 
lications questioned what they called “the elaborate and 
costly educational process.” They doubted the efficiency of 
the results. They made all sorts of suggestions for the reduc- 
tion of costs. 

These pronouncements, apparently by the official voice of 
business, made the teachers think that business was their 
enemy. The teachers could not understand how any one 
could say these things. They were thinking of the effect 
upon our national life of the twelve week’s school; of idle 
teachers and children as in Dayton; of teachers unpaid 
months on end in Chicago; of the miserable educational pro- 
gram in many a mill town. School people were brought up 
on the David-Harum-Get-Rich-Quick-Wallingford school of 
literature, the Muck-rake and Robber-Baron exposures, and 
recent examples of scandal and turpitude only served to 
strengthen previous impressions. With these considerations 
in mind, it is easy to see why education suspects business. 

It is also easy to see why business suspects education. 
Business sees another side to the picture. Business not only 
pays much of the bill for education, but it knows it when it 
does pay it. Taxes do not hurt so much when they are 
included in the rent or in the price of a pair of shoes. The 
business man must watch expenditures and income. He 
cannot long have an unbalanced budget. Taxes are a part 
of expenditure; and frequently they may make the difference 
between keeping the factory open or shutting it down. No 
wonder there is concern about cost. Business men can point 
abroad to show that bankruptcy of government is one of the 
mortal ailments of democracy. Hence they see opposition 
to large expenditures as a patriotic duty. 

It is plain to be seen that each side takes its stand after 
consideration of only part of the problem. It sees its own 
side. It does not see the other. Problems affecting these 
two points of view come up for settlement, and the settlement 
is made by opposition of forces. ‘There are battles in the 
legislatures and Congress. There are fights in City Halls 
and in Boards of Education. Labor and education line up 
on one side. Business on the other. Every conceivable 
weapon, good or bad, is brought into play. How much 
better it would be to have these decisions come after all of us 
had worked and studied and thought together. 

For several years past we at Teachers College have been 
making an effort to close the rift between education and the 
lay public. Twice a year we have held what we call Lay 
Conferences where professors, advanced students, and mem- 
bers of the lay public together have discussed problems of 
common interest. We have come to know each other. We 
have come to understand each other’s point of view. We 
have come to respect the integrity and sincerity of both sides. 
Education and business can make their first step toward a 
united front by coming to understand and to know. 

This program can be followed in every city of the United 
States. Each one of you can make the start on next Monday 
morning. Do you know your Superintendent of Schools? 
Does he think that you are his friend? Can he go to you for 
advice and support? Do you know what his problems are? 
Does he know what your problems are? Are the members 
of your local Board of Education worthy representatives of 
the community? What is the situation of your teachers? 
You can have a lay conference in your city. You and the 
teachers and agriculture and labor, right at home, can begin 
a United Front. 

I should like to hear how you get along. I should like 
to have you write to me, telling of your problems, the ob- 





stacles and, I hope, your success. The schools serve the 
whole nation—the whole community. They should never 
know what you believe and, if all are wise, should deserve 
your continued support. 

A United Front can be built upon mutual friendship and 
respect alone; but such a union will not be strong enough. 
We must build it on learning. Our public conferences and 
our private conversations go just a little way. We stop 
short because we do not know. Who has made any scientific 
study of how much a nation can afford to pay for education? 
Who has analyzed the factors that are involved? Yet edu- 
cation takes its stand without knowing. On the other 
hand, who has determined what education is needed to pre- 
serve the public and to enable our people to defend and 
advance the American way? Nevertheless business takes its 
stand without knowing. Let us get together and study it. 

So it seems to me that we have before us the most power- 
ful challenge of our time. We, in America, are in grave 
danger of following in the footsteps of Europe. Our govern- 
ment and our life are under attack. If we follow our natural 
tendencies, we, too, will divide. This we must not permit. 
We, ail of us must form a United Front. We can unite 
from fear, greed, or hate; or by mutual understanding. 
None of these is enough. A strong union can come only 
from scholarship. We need more study and less talk; more 
scholars and fewer propagandists; and more patriots wise 
enough to see the problem whole. Not all scholars are pro- 
fessors, any more than all professors are scholars. There is 
scholarship in the mill and marketplace, and on the farm, 
as well as in the halls of learning. ‘There is now more 
knowledge in the world than we know what to do with. 
The problem is how to coordinate and apply it. 

In France, on every public building there is the inscription 
LIBERTY EQUALITY FRATERNITY. These ideals 
were adopted long ago, but the people of the Continent 
never really believed that they could be accomplished here on 
earth. But here in the United States, Jefferson, and many 
others, truly believed they were practical, and Americans 
thought that we might achieve them. We were young. We 
had the faith and enthusiasm of youth. 

But some among us are jaded. Some have begun to grow 
old. Some want liberty so much that they sacrifice equality. 
Some want equality so much that they are willing to accept 
the ancient theory of a planned economy and government 
control to get it. I believe that free enterprise is an essential 
characteristic of democracy. When free enterprise dies, 
dictatorship in some form takes its place. Free enterprise, 
badly handled, under leaders who lack a sense of social 
responsibility, hurts democracy. Free enterprise, under 
leaders who have the sense of their responsibilities, is the 
only method, as I see it, that can give us the best of both 
equality and liberty. 

Let us put aside all arthritic, senile, sophisticated thought. 
Let us have the faith of youth, and the enthusiasm of a New 
World. Let us dream the American dream. 

For you and I are the heirs of a Great Tradition. Our 
Fathers believed that they could build a world where men 
might be free, where they might have equal opportunity, 
where as sons of God they might all be brothers. In this ideal 
we find a Cause greater than ourselves. In this spirit, sup- 
ported by scholarship, we can move forward together. If 
we have faith, if we truly believe, how can there be division? 

We have right here the grandest opportunity in our his- 
tory. We can save ourselves. We can perfect the Republic. 
We can build a better world. The specifications call for a 
United Front of business, agriculture, labor, and education. 
All must be for one. One must be for all. 
stand. Divided we fall. 


United we 
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Inter-American Relations 


A BASIS FOR CONFIDENCE AND COOPERATION 
By CORDELL HULL, Secretary of State 
Broadcast from Lima, Peru, December 13, 1938 


Peru. Here the Eighth International Conference of 
American States is in session. 

It is difficult for us American delegates to find words ade- 
quately to express our appreciation for the friendly and 
hospitable welcome which has been accorded by the govern- 
men and people of Peru. We have been made to feel like 
old and trusted friends, and no action of friendship or 
courtesy has been omitted. The same grace of spirit which 
shaped the beautiful architecture about us has entered our 
reception. 

We have been mingling with our colleagues of other dele- 
gations ever since our arrival. Many of us have been together 
at previous inter-American conferences, and with these we 
carry forward discussions and friendships already formed, 
besides having an opportunity of making new friends and 
thus forming an ever-enlarged circle of men and women in 
the family of American nations. 

This is the basis for confidence and cooperation which 
facilitates a frank and full exchange of views and the growths 
of a common policy. 

Yesterday there began the work in committees. From now 
on the duties of the conference will have first call on our 
time, day and night, seven days a week. I believe we will 
strengthen and perfect arrangements worked out between us 
at former conferences and move toward our purposes of inter- 
national peace, order, economic security and _ friendly 
cooperation. 

Let me express first the clear impression I already have 
gained from my conversations with my colleagues of other 
countries—that there exists between us a measure of moral 
and spiritual unity far greater than ever before. 

This is the foundation of all forms of solidarity. In our 
measurement and attitude toward contemporary affairs 
and future prospects there are exhibited broader visions and 
broader views than sometimes have prevailed in the past. 
That excessive short-sighted nationalism which always existed 
to a great or lesser extent seems definitely to have subsided in 
the face of a grave world situation. 

I sense much less rivalry, whether between countries or 
individuals, than at previous conferences and a much greater 
sense of common interest and desire. The general spirit of 
harmony reveals itself in all our preliminary work. A keener 
and more informed interest than heretofore in the funda- 
mental conditions and problems both in this hemisphere and 
the outside world gives a greater vitality to our meetings 
than ever before. 

This is a good augury for our capability to deal with prob- 
lems on the basis of principles developed in our previous 
meetings, of which there have been two in the last five years. 
The seventh conference met at Montevideo [Uruguay], in 
1933 at a time when the world economic crisis was causing 
a great social and political instability. 

The countries of the Western Hemisphere had not escaped 
these disturbances. Further, the actual situation prevailing 
on the American continents when we met at Montevideo 
was not encouraging. A bitter war was in progress between 
two American republics. There were serious breaches in 

unanimity and mutual confidence among us. 


if SPEAK from Lima, beautiful and historic capital of 





Taking the situation as it existed, the Montevideo confer- 
ence contributed much to a solution of these difficulties. 
Agreements signed there condemned the use of force as an 
instrument of national policy and placed the American repub- 
lics solemnly on record in support of a world order based on 
law and justice. 

They also recorded the intention of these republics to 
work toward the elimination of excessive barriers to com- 
merce and to seek to develop trade on a basis of equal oppor- 
tunity, which is the best basis for mutual economic benefit 
and freedom from arbitrary dictations and discriminations 
connected with other types of trade agreements. 

The situation on the American continents became im- 
measurably brighter when hostilities in the Chaco ceased in 
June, 1935, and the Republics of Bolivia and Paraguay 
initiated peace negotiations at Buenos Aires [Argentina] 
with the friendly assistance of representatives of six other 
American republics. This work was successfully completed 
with signatures in July, 1938, of a treaty of peace and friend- 
ship between Paraguay and Bolivia. 

Peaceful settlement of this century-old quarrel is a chal- 
lenge to all who doubt that the most difficult international 
disputes are subject to settlement without armed force or 
other means of violence. It left friendliness and a construc- 
tive opportunity where before there was a terrible and cruel 
struggle. 

Encouraging developments at the Chaco peace conference 
made opportune convocation of a special conference for 
maintenance of peace at Buenos Aires in December, 1936. 
Events in other parts of the world brought forcibly to the 
attention of the American republics the urgent necessity of 
making even more effective their action to assure maintenance 
of peace in this hemisphere. 

Thus at this conference all our governments found them- 
selves in unanimous agreement regarding this undertaking. 
Arrangements for dealing with questions and disputes be- 
tween the American republics were further improved. Of 
no less importance was the common recognition shown of 
the fact that any menace from without to the peace of our 
continents concerns all of us and therefore properly is a 
subject for consultation and cooperation. This was reflected 
in the instruments adopted by the conference. 

Now, at this meeting at Lima, we have undertaken to 
discuss implementation of agreements already reached, and 
to provide further effective measures for consultation and 
cooperation in all matters of common concern. 

The advancement in our relations which I have sketched 
rests upon a common acceptance of certain fundamental prin- 
ciples for which American nations fought in their struggles 
for independence. When as today in other parts of the 
world, these fundamental principles are being subordinated 
to other philosophies or purposes, the American nations un- 
derstand anew their precious and life-giving quality. 

For the American peoples have chosen a representative 
government as the basis for their political philosophy and 
practice. They hold maintenance of and respect for human 
rights and individual liberties essential to progress of man- 
kind and worthy civilization. They have developed an inner 
spirit of tolerance of individual toward individual and group 
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towards group, and they know the spirit gives quality to their 
life and society. 

They are keenly aware of the threat to these principles 
and institutions which has arisen elsewhere in nations holding 
alien ideas which they seek to impose by force or extend by 


deception. Unless I mistake the prevailing attitude here, 
the American nations are determined to defend these insti- 
tutions and principles of their own choice. 

I am absolutely convinced that every one of the American 
republics desires to live in peace and work in friendly cooper- 
ation with every other nation in the world. 

We do not seek to impose our form of government or our 
institutions upon other peoples. We do believe international 
relations can be conducted on the basis of peace and interna- 
tional law and order, an appreciation of each other’s prob- 
lems, and recognition that the welfare of peoples is the pri- 
mary concern of governments. 

In these beliefs and efforts we remain conscious of the 
ever-increasing interdependence of all nations. Hence we do 


not seek a merely regional solution alone, but one broad 
enough to take full account of those world conditions and 
problems which materially affect regional welfare. 

We are establishing among ourselves a system of relation- 
ships which is in accord with our institutions and principles. 
We believe the principal bases of this system are applicable 
to relationships among all nations, and we eagerly welcome 
the cooperation of each and every country in the world in 
their support. 

At later opportunities we will report in clearer detail on 
specific matters under discussion at our meetings. For to- 
night let me conclude by simply expressing again my confi- 
dence that here at Lima we will carry further forward the 
work of the past. 

To that end we must have the continued and increasing 
support of our peoples, for it is only with their support that 
our freedom, our individual liberty, and the security of our 
countries and our institutions can be safeguarded against the 
possible threat of armed force, anarchy and intolerance. 


Making America Click 


OUR GOAL IS A BETTER AMERICA 


By CHARLES R. HOOK, President, The American Rolling Mill Co.; President, National Association of Manufacturers 


An Address to the Congress of American Industry sponsored by the National Association of Manufacturers 
New York, December 7, 1938 


of America. The world outside being what it is, I 

think we can safely agree that this country still is 
the best place in which to work, and to live. But, we must 
make it better. That is our present problem, and our con- 
tinuing problem. We've got to make America click. 

Now, before I go any further, I want to make one thing 
clear. I am not here to indulge in recriminations. And you 
are not here to listen to them. We have all made mistakes 
these last several years. Business has made them. Labor has 
made them. Agriculture has made them. Government has 
made them. 

One of the mistakes agriculture, labor, management and 
capital all made was to run to Washington, each with its 
troubles, instead of sitting down in a spirit of good will with 
a determination to find their own solution, through coopera- 
tive effort. Let us profit by what we have learned. We are 
all in the same boat. It is time we got the oars evenly dis- 
tributed on both sides, so, instead of losing ground, we go 
ahead. It is time, too, that Government returned to the 
judge’s boat, and began acting in its rightful capacity as an 
umpire. We are all concerned with the same thing—pros- 
perity for the people. 

Throughout the world today, we are hearing it implied, 
and we are hearing it said, that the owners of business can- 
not be trusted with the management of business. Who then, 
may I ask, can be trusted with its management? Our own 
history answers the question. 

Through fourteen successive decades free enterprise was 
the principle upon which we operated, with government 
largely limiting itself to its proper functions as an umpire. 
Under that system we created the most prosperous nation, 
and the most prosperous people, in the history of the world. 

We have just closed this nation’s fifteenth decade, the first 
ten year span in our history in which national living stand- 
ards for the average man and woman have not gone forward. 

The past ten years have been ones during which, much 
of the time, Government has acted not only in its proper role 


T° E subject of my remarks today is the United States 





as an umpire but, also, in an improper role as a direct partici- 
pant in the affairs of its citizens. 

If these years have demonstrated anything, they have 
shown that as a nation we cannot progress under an eco- 
nomic experiment that contains the elements of government 
supervision over business, government participation in busi- 
ness, and increasing government competition with business. 
And, if we are agreed we cannot progress by that method, 
then how can we possibly find assurance of progress in a 
system under which government operates everything because 
it controls, or owns, everything? 

Again and again, the history of the world demonstrates 
that nations traveling that road not only destroy individual 
liberties and minority rights, but sooner or later lower the 
living standards of their citizens. 

No democratic people accustomed to better living will con- 
tinue to live in depression. Once again, I believe, the Amer- 
ican people are willing to give free enterprise an opportunity 
to prove its case in the fields, the factories, the shops, the 
offices and the stores. We who believe in free enterprise can 
embrace this opportunity; or, we can neglect it. The choice 
is ours. But, in accepting the choice, we do not accept the 
libel so often thrust forward that liberty under the private 
enterprise system is synonymous with license. 

We should leave no doubt in the minds of the people that, 
for the public good, we favor rational regulation of certain 
phases of our incentive system. We agree that as a public 
safeguard government must set up certain standasds de- 
signed to protect the public interest. 

But the difference between regulation and control is as 
night and day. 

It is that distinction we must develop clearly. We must 
leave no doubt in the minds of the American people that 
individual liberty and private enterprise are natural allies. 
For public policy is decided in the home, not in the halls of 
our legislatures. We will not have an authoritarian govern- 
ment in these United States if we have an enlightened citi- 
zenship. 
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On the other hand, if we do not carry the light of fact 
and logic into our community life, those principles in which 
we believe will shrivel and die. 

If we sit back in our chairs and fail to give the leadership 
of which we are capable, then we should not blame the peo- 
ple if they seek leadership elsewhere. Forces are on the loose 
in the world that will require all our thoughts, all our work, 
and all our cooperation if we are to progress—if free enter- 
prise is to continue, and if we are to retain the structure we 
have here built. To that I add the belief that, as a people, 
we have the energy to preserve the system of representative 
government, of private enterprise, as the world’s greatest 
hope. 

Tt is because I believe we have the energy, and the courage, 
that I have called to your attention the facts that exist. 

And now that I have spoken of them, I can do no less 
than explore them. For a moment, however, I want to pause 
to say that I am getting tired of the ceaseless din of voices, 
and the crowding headlines, all shouting about what is 
wrong with America. | fervently wish someone would start 
talking about what is right with America. 

Industry has no fear of critics or investigations that are 
fair—that will bring out the facts; all the facts, the good 
along with the bad. In any such investigation I am not afraid 
of the light in which business will stand before the American 
people. But I do object to hacking away at the roots and 
chopping down the tree to get rid of an ancient bird’s nest 
in the topmost branches. Threatening the whole system to 
correct a few faults has alarmed the American public. It 
has shaken the national confidence upon which prosperity 
feeds. 

There is no more important job for the industrial execu- 
tive today than that of self analysis. It will avail us little 
to call attention to the shortcomings of others if we fail to 
sweep the dirt out of our own home. On the other hand, 
if we do sincerely seek to correct our own shortcomings, we 
can better lend ourselves to the great American task of work- 
ing out the problems of depression. 

Now, what are these problems? 

We have the money—billions are idle in our banks; we 
have the man-power—9 million men are unemployed; we 
have the same boundless natural resources we had before 
1929; we have pent up consumer demands and obsolescence 
in plants to satisfy; we have over two million families more 
than we had in 1929 to supply; we have scientific knowledge 
to serve us as never before. They why, ask the American 
people, haven’t we prosperity? 

It’s a good question. It’s one we must attempt to answer! 

Industry seeks the cooperation of all the elements of our 
society—the public, agriculture, labor and government—in 
supplying the missing link to produce prosperity in this 
country—that link is CONFIDENCE, 

If these groups will really work together in an atmos- 
phere of mutual tolerance, confidence and respect, then 
the misunderstandings and maladjustments which are bar- 
riers to better living for millions of American families can 
be removed. 

Good times have been obstructed by class cleavage. Our 
good neighbor policy must start at home if we are to re- 
capture American progress. 

We've got to do something about it. We've got to do it 
now. With this thought in mind, I offer these suggestions. 

1. Let governmental and industrial emphasis be placed 
on increased production, for it is the total production of 
goods and services which determines the standard of living. 

Real increased national purchasing power can be based only 
on increased production, and not artificially created by arti- 


ficially fixing prices, by artificially supporting wage rates, or 
by the distribution of group subsidies. 

Before our nation’s economy can be described as sound, 
the unemployed must be put back to work in productive en- 
terprise and paid with money which is not supplied by the 
expedient of taxes upon those who do have productive work. 
Increasing government control of industry will not make 
more jobs. 

2. The constant encroachment of government competition 
upon private enterprise must be eliminated if we are to create 
that confidence which is essential to the flow of corporate 
and private savings into production and trade. 

3. Our present tax structure and our taxing methods are 
in need of a complete overhauling. Because the tax problem 
is so involved, I suggest that the President appoint a com- 
mission of qualified legislators and informed laymen to study 
the entire field of taxation. A little less emotional and a 
more practical approach to the problem is imperative if, as a 
nation, we are to escape serious trouble. The growing ten- 
dency to employ the taxing power for regulatory rather 
than revenue purposes is unfortunate and ought to be 
abandoned. 

The American people are becoming tax conscious. It is a 
healthy sign. It means they are becoming more and more 
interested in the affairs of their own government. This is a 
good thing for the people; it is good for government. 

The people are beginning to realize that (a) excessive 
taxation frightens away capital that otherwise might be 
invested and provide more jobs; (b) excessive taxation 
leaves business with less money to pay those already working, 
and prevents wage increases; and (c) excessive taxation is 
reflected in higher prices to the consumer. 

No one objects to paying necessary taxes to meet the legiti- 
mate purposes of government, economically administered. 
That is the price we pay, and should pay, in support of that 
very necessary protection we call Government. But better 
government at less cost would be a magnificent contribution 
to recovery. 

4+. We need in the United States a national labor rela- 
tions policy based on the American conception of fairness 
and commonsense—a policy that encourages industrial peace 
and discourages the use of force and arbitrary methods. 

And even more—much more—than needing laws, we are 
in need of better understanding. After all, the interest of 
capital is the interest of labor, and vice versa. 

Full national recovery can never be registered in a con- 
fused atmosphere of industrial strife. Strikes are obviously 
a. source of unemployment; they have cost many millions 
of dollars in wages. According to the United States Depart- 
ment of Labor, strikes in 1937 cost 1,861,000 employees the 
loss of 28,400,000 days of work. In the first eight months 
of this year, 6,315,000 working days were lost through 
strikes. Literally, there have been thousands of strikes, and 
widespread use of the sit-down weapon, borrowed from the 
Syndicalists of France. 

Industrial peace is not to be found in one-sided laws or 
in biased administration of laws. Favoritism by government 
to either side of such disputes constitutes a fatal dislocation 
of justice that drives labor and capital far apart. In Eng- 
land, this summer, I found the attitude of government, far 
more than any laws in the situation, largely responsible for 
industrial tranquility. 

I found, too, that strikes are the last and most seldom 
used instrumentality in negotiations between employers and 
employees. They have found that strikes and lock-outs are 
out of date as an instrumentality of employment relations. 
I hope we are approaching that attitude in this country. 
The great majority of employers in the United States be- 
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lieve in the value of collective discussion and recognize the 
right of collective bargaining. But there is much public mis- 
understanding with respect to collective bargaining. There 
are those who take the position that simply because certain 
industrial concerns deal with organizations of their em- 
ployees who are not associated with a national labor organi- 
zation they are not in fact bargaining collectively. This is 
not the case. If an employer deals with an organization truly 
representing his employees—whether or not that organization 
is affiliated with a national labor group—he is participating 
in collective bargaining. His acceptance of collective bar- 
gaining is not mere lip service, whatever others may claim. 

Certainly, however, neither management nor labor union 
officials, nor government should be permitted to compel em- 
ployees to accept a particular organization to represent them, 
or a particular system in selecting their representatives. Take 
compulsion and coercion from any source out of industrial 
relations and long steps will be taken in the direction of in- 
dustrial peace. Which means, too, that the same steps will 
carry us toward prosperity. 

5. Give American business a chance to operate under a 
Square Deal. To make America go ahead we've got to get 
our 9,000,000 unemployed back to work. We cannot re- 
gain prosperity until we do. That was apparent in 1933; 
it is equally as apparent now. 

And, again, I remind you that I am not pointing an accus- 
ing finger at any one, or at any group. I do not doubt, for 
a single minute, that many who have been engaged in the 
administration of our national affairs have been, and are 
being, motivated by a sincere desire to help. But the results 
have amply demonstrated that serious mistakes have been 
made. No person, in business or in government, should be of 
such small stature as not to be able to admit mistakes. Not 
to admit them, when they are proved, is to assume a role no 
human being is privileged to assume. 

The manufacturer has made his mistakes. So much is said 
about them by others that probably I shouldn’t dwell on 
them. But confession is good for the soul, and besides I 
hold that no one in our economy is facing this problem with 
more realism than the industrialist. He is eager to improve 
his contribution to society. He faces this task with real un- 
derstanding, seeking sound objectives that parallel the wel- 
fare of the people themselves. 

We have learned the lesson of keeping inventories in lower 
ratio as sales increase; we have learned to coordinate con- 
sumer credit with changes in volume of general business; we 
have learned to avoid over-capitalization beyond ability to 
pay. These, and scores of other depression lessons have 
thoroughly registered with American business. ‘Through 
the N. A. M. the manufacturer is the only group, so far as 
I know, that has studied systematically in order to ascertain 
causes and to point out practices and policies which could 
make recovery more lasting. One of our committees has just 
spent an entire year on this subject, advised by an outstand- 
ing group of economists, and will issue a report shortly. 

In 1937 this Congress of American Industry committed it- 
self to standards of business ethics that have been circulated 
throughout the length and breadth of industry as a guide to 
self-corrective measures. That code of action will be effec- 
tive only if the managing executives of our individual com- 
panies follow through and with determination and courage 
put those policies and principles into actual operation.—The 
N. A. M. can only point the way, it cannot travel the road 
for you. 

Today’s industrial management has learned that there 
must be a free interchange of ideas and information between 
management and employees on all matters of mutual inter- 
est; that adequate opportunity for adjustment of all labor 


complaints is necessary; that good working conditions, fair 
wages and opportunity for advancement are important con- 
siderations. Our Association has issued a comprehensive study 
of sound employment procedures as a guide to industrial 
management. 

Manufacturers, where possible, are trying to regularize 
employment, carefully considering the difficult problem of 
annual earnings for labor, and studying the worker-over-40 
problem ; of which you will hear more at this convention. 

As manufacturers we have learned to think in terms of all 
business as distinguished from “our business; we have de- 
veloped a philosophy of industry based on accomplishment 
and experience that finally seems to be gaining acceptance as 
an economic pattern. Yet we have but glimpsed the suc- 
cessful possibilities of industrial public relations. 

When Napoleon banished Madame de Stael, he explained 
his action by saying: “This woman teaches people to think 
who would not do it themselves, or who have forgotten 
how.” Which, after all, is tyranny’s compliment to thought. 

My compliment to the National Association of Manufac- 
turers’ Public Information Program is that in nearly five 
years of existence it has caused millions of Americans to think 
of the personal benefits of the American business system. This 
N. A. M. program has been a powerful factor in building a 
sound public attitude which is now being made apparent. 
I cannot urge too strongly on manufacturers their further 
application to the art of public understanding. 

Favorable public understanding rests on appreciation of 
industrial aims and accomplishments throughout every com- 
munity in the land. If we are to do our part in making 
“America go ahead” we must be conscious of the fact that 
national industrial stability or instability simply reflects the 
sum of the average conditions that exist in individual com- 
munities. Every executive should ask himself the question: 
“What am I doing for my community?” And, if he is a 
member of the general management of a company operating 
a plant or plants located away from headquarters, “What 
are we doing for the communities in which our plants 
operate?’ If our economic or political viewpoint is to re- 
ceive a sympathetic and understanding hearing, if we are to 
hope for acceptance of our principles, we must first win the 
respect and confidence of the various groups in our com- 
munity life. 

If we are good citizens, by example, then we shall secure 
the confidence and respect of the rank and file of our neigh- 
bors. Believing, as we do, in the private enterprise system, 
it is then possible for us to work effectively in our endeavors 
to preserve its existence. 

Three years ago I witnessed the greatest football game I 
have ever seen. One team was believed to have no chance of 
winning—not even by its most partial and ardent supporters. 
Yet when the game was over the score was 7-0 in favor of 
this team, against which the odds were about 10-1. 

There had not been one substitution on the part of the 
winning team during that sixty minute gruelling struggle. 
Battered and pounded, they stood the gaff, and never once 
did they take their eyes off the goal line toward which they 
were marching. 

Why did they win? Because that team clicked. Every 
man did the part that was assigned to him. Each was in the 
place for which he was best fitted. There we witnessed an 
outstanding example of perfect timing, of coordinated co- 
operation. 

So it is with business if we are successful, and so it must 
be with the American people. Our goal is a better America; 
a decent standard of living for all its citizens. That objec- 
tive will not be attained by taking away from those who have 
and giving to those who have not. It can only be reached 
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through increased production—through the clicking of all 
the factors operating in a democracy under the incentive or 
profit system. 

The great American team is composed of employer and 
employees operating in industry, agriculture and finance; all 
encouraged by a government whose purpose and policy should 
he to serve its citizens ‘““With malice toward none” and 
regulation only to the extent that is necessary to protect 
the operation of a system in the interest of the whole people. 

Looking east, and looking west, across both oceans as we 
approach the Christmas season, we are grateful for the 
privilege of American citizenship; and as we approach the 
New Year our own resolve should be to protect that form 
of government, and that economic system, which in the past 
has brought us the greatest personal freedom and the highest 
standard of living the world has known. We've got to make 
it still higher. We can—and, we will! 


While the distress of depression serves to emphasize the 
materialistic well-being of the people as represented in terms 
of jobs, security and better living, a far greater issue has been 
focused on the public mind by the growth in the world of 
tyranny and oppression. These are utterly destructive of 
the hard won liberties of the individual—freedom of speech, 
freedom of the press, freedom of worship, and those per- 
sonal rights which government exists to protect. 

Liberty for the individual is our most valuable possession, 
a birthright which grows more priceless with its disappear- 
ance elsewhere. 

This country cannot fully recover its lost progress or pro- 
ceed to the heights of even greater individual welfare and 
national accomplishment which it deserves unless all free 
human rights whatsoever are cherished by the people and 
maintained by the government. 


Constitutional Government 
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what I shall say, as likewise any nearness to mere 

rhetoric, but I feel so deeply the things I shall talk 
about, they seem to me to deal so closely with the liberties 
of ourselves and of our children after us, that I cannot speak 
of them objectively, nor with judicial peace and calm. So I 
must crave your indulgence. 

I come to you, members of a group who, because of your 
power and vulnerability, stand in a place not unlike that in 
which stood the framers of the Declaration of Independence, 
a group who said: “We must all hang together or we shall 
hang separately.” 

The Master asked: “What shall a man give in exchange 
for his soul?” May we not ask, in all reverence: After his 
soul, what hath a man that he will not give in exchange 
for liberty? 

And what will greed and ambition and love of dominion 
not grasp, what have they ever held safe from destruction, 
what have they ever marked as too sacred for their profaning 
hands, when they have swaggered forth in search of power? 

When liberty is torn away from us, then slavery swiftly 
comes in, and first binds us, then crushes us. 

These are not attempted oratorical phrases; they are 
solemn, world-old truths. 

I ask you to forgive me for the blunt plainness with which 
[ shall speak. I shall try to speak only truth, but sometimes 
truth, gaunt, weary, torn, haggard from her battle with 
wrong, may not outwardly seem beautiful to look upon, 
until you catch the eternal gleam of righteousness that flashes 
from her eyes, and hear and understand the saving wisdom 
that falls from her lips. 

If you keepers of the people’s hard-earned goods are to 
meet the trust which the people have placed in you and 
which you have voluntarily taken on by receiving their 
money, you must guard not only the gain on the funds you 
have, but the funds themselves. Dividends and interest, we, 
the people whose money you have, surely want, but we want 
also, and more, that our principal shall remain safe and un- 
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harmed. Some have taken too short a view. When wind and 
storm and snow and cold come, the house with its roof is of 
more value to its owner than the fine furnishings within the 
walls. It is an unwise householder who puts in jeopardy his 
shelter, to save his ease. 

I endorse all tnat President Adams has said regarding 
public financing, and the ultimate chaos which will come if 
we do not mend our ways. 

This country of ours and its free institutions have cost so 
much in treasure and sacrifice and blood; it is so blessed with 
comforts and culture, with knowledge and with happiness; 
its freedom has been so dear to us and means so much, not 
only to us, but to our children and our children’s children 
to the last generation; it has been so much a power for good 
and righteousness in the world; the Lord has smiled so 
kindly upon it and upon the welfare of us, the people living 
in it, that we must not let it pass away. 

Reduced to its lowest terms, the great struggle which now 
rocks the whole earth more and more takes on the character 
of a struggle of the individual versus the State. Does the 
individual exist for the benefit of the State, or does the State 
exist for the benefit of the individual? To this point of time, 
in this country and in the Christian world, the State has 
existed for the benefit of the individual. Man, the child of 
God, and man’s welfare have been the concern of the State, 
so that man might have happiness here and reach the eternal 
life to which the Master pointed and led the way. Every 
man has stood the equal of every other man before the law, 
and this is the declared plan and will of God. 

Today the powers of evil battle throughout the world, to 
set up the State as a God, to force every back to bow under 
its burden and to sweat for its support, to silence every tone 
of protest, and to drag from every throat a hymn of praise 
to its glory. Men are to be the slaves of the State, their 
doles and favors are to be granted at the pleasure of the self- 
chosen few who guide and control the new State—which 
is to become Deity. This is not God’s way. 

This gigantic world-wide struggle, more and more takes 
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wisely so to face and so to enter it. And we must all take 
part. Indeed, we all are taking part in that struggle, whether 
we will or no. Upon its final issue, liberty lives or dies. 

In the economic field, this earth-wide conflict has taken 
the form of seizing without compensation from the man who 
has and giving to the man who has not, of taking without 
price from the worker the fruits of his work, and giving to 
the idler who does no work. It has from its very nature be- 
come an economic, uncompensated leveling downward, not 
upward, of the whole mass. This is the result in every 
country in which it has been tried. That this result may in 
one country be reached by confiscatory taxation, and in an- 
other by direct seizure, is a mere matter of method. The 
result is the same. In some countries outright seizure and 
confiscation are already openly and shamelessly practiced. 
All is done in the name of the State, as if it were Deity—as 
if the State, not God, gave all. 

In the field of government, self-perpetuating governing 
groups are setting themselves up, either through a revolution, 
an overturning of the old system and the setting up of a 
new one, or by a perversion and prostituting of the old sys- 
tem into a new one. Here again the matter is merely one of 
method. Of what use is an election free in outward form 
if the government shall name the candidates. 

In the new state of the world, laws and courts have lost 
their wonted places. Secret police, the curse of peoples, ar- 
rest, sentence, and punish as their unhampered whim, preju- 
dice, or hate may desire. Public justice has fled the State. 

Even into the field of family relationship, which, next to 
man’s relationship to God, is the most precious and dearest 
of all relationships, this modern State is thrusting its pollut- 
ing hand. In some lands this new State is robbing the parents 
of the custody of their children on the Sabbath, it is for- 
bidding the parents to teach and admonish the children in 
the ways of righteous living, it is teaching the children that 
officers of State, not God, shall be looked to for a guide as 
to standards of life. The pending amendment to the Con- 
stitution of the United States is of such scope and character, 
that it may be easily wrenched to the same ends—a fact 
which at least some of its proponents know and approve. 

Into the field of religion, the holy of holies of the soul of 
man, this modern world State also enters, to dethrone God 
and exalt the State into God’s place. This is the archest 
treason of them all. For man robbed of God becomes a brute. 
This sin must be felt, not told, for words cannot measure the 
height and breadth of this iniquity; nor can human mind 
encompass the punishment of those who shall commit this sin. 

All over the world, this new State comes into all these 
fields in the disguise of a protesting love and friendship for 
the people, whose property it means to confiscate, whose 
liberties it means to steal, and whose religion it means to de- 
stroy. Thus in all the history of the world has tyranny come 
tothe people. Tyranny has always been a hypocrite, a thief, 
a seducer. It has always been a demon dethroning the true 
God, for it knows that unless it can touch the souls of men, 
it must itself die. 

In their wisdom, divinely bestowed, the Fathers set up in 
America a government of limited and delegated powers. The 
government has only such powers as the people have expressly 
and explicitly given to it. So jealous have all branches of 
government been of this principle that for the century and a 
half of our existence it has been the settled, and heretofore 
undisturbed, constitutional principle that even the great 
clauses of the Preamble to the Constitution, which declare the 
very objects and purposes of our central government, have 
been denied the power to confer any jurisdiction upon the 
government. Nor has the other constitutional clause which 








states that Congress shall have power “to make all laws 
which shall be necessary and proper for carrying into execu- 
tion the foregoing powers, and all other powers vested by 
this Constitution in the Government of the United States, 
or in any department or officer thereof,” been interpreted as 
enlarging Federal jurisdiction. The powers of the Federal 
Government are to be found in the explicit grants made in 
the instrument, and in them only. 

Furthermore, the Ninth Amendment to the Constitution 
declares: ““The enumeration in the Constitution of certain 
rights, shall not be construed to deny or disparage others 
retained by the people ;” and the Tenth Amendment further 
declares: 

“The powers not delegated to the United States by the 
Constitution, nor prohibited by it to the States, are reserved 
to the States respectively, or to the people.” 

Thus the people have told the government the things 
it may do; the residuum of power rests with the people. 

In setting up a government on this principle the Founders 
deliberately, and with a wisely fixed motive, kept away from 
government the right and power to legislate regarding, or to 
control the citizenry in, many matters affecting the individual 
liberty of the citizen. Those commonly mentioned are free- 
dom of speech, freedom of the press, and freedom of religion, 
but there are many others. These things are put wholly be- 
yond the reach of law and governmental control. The Fed- 
eral Executive and the Congress may not touch them, nor 
may the State governmental agencies touch them, except the 
people of the State specifically empower them so to do. 

This principle is the very genius of the Anglo-Saxon sys- 
tem of law as developed in this country. The people spe- 
cifically grant to their governments the powers and authori- 
ties which they wish their government to have. When any 
power is exercised that is not granted, it is usurpation. No 
despotism can ever be set up when these principles operate. 

The underlying theory of the Roman Civil Law, which 
is in force in non-Anglo-Saxon countries, is quite otherwise. 
There the rights and authorities of the people are granted 
to them by the sovereign—a Justinian or a Napoleon. The 
people have such rights only as they are granted. The 
residuum of power is in the sovereign, who may enact any 
measures, either against or for the people, which suits his 
sovereign will. Obviously, under such a system despotism 
may thrive. 

To speak in broad generalities: 

Under the Anglo-Saxon system—our constitutional sys- 
tem—the people look into the law to see what they may not 
do, for they may do everything which their government, 
under the specific grant of powers, has not forbidden them 
to do. Under the civil law, the people look into the law to 
see what they may do, for they may do nothing which their 
sovereign has not expressly or impliedly permitted them to do. 

This civil law theory is so convenient to executives, impa- 
tient of the restraint of law, that it is not a matter of wonder 
it should be finding favor among State and national authori- 
ties. But it will lead to great usurpations of power under the 
Anglo-Saxon system of government. 

Knowing by experience the tendency of the central power 
to absorb all other powers, national and local, the fathers 
set up a dual system of government, and left to the local 
unit all governing powers not necessary for the carrying on 
of the central government, with prime reference to its inter- 
national relationships. There was to be the largest possible 
measure of local self-government. The fathers did not as- 
sume that any appreciable number of the electorate would 
ever slip so far away from the actualities as to believe that a 
government thousands of miles away would know better 
what the locality needed, than the locality itself. This was 
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the very issue of the Revolution. The fathers did not assume 
that any part of the electorate would ever believe that John 
Doe, a mediocre or worse man in his own community, would, 
when transferred to a government job in Washington, be 
thereby endowed with supernatural wisdom, enabling him to 
tell the home folks how best to do things he himself had 
never been able to do at all when he lived amongst them. 
This was a fallacy they thought no foolishness could reach. 
‘The fathers did not assume that any great part of the elec- 
torate would ever fail to understand that while their fran- 
chise gave power, it could not and did not bestow wisdom. 

The experience of the ages tells only one story: that 
Liberty lives only where there is local self-government; and 
that she lives best and fullest where there is the largest 
measure of such governments. 

Our constitutional fathers, experienced in the deceit and 
practices of tyranny, knew the ways of his approach. Know- 
ing that tyranny must have gold to further its purposes, they 
placed the power to raise money in the hands of the direct 
representatives of the people, and provided that “All bills 
for raising revenues shall originate in the House of Repre- 
sentatives.” Lodging this power in the House, they assumed 
that the people would never send as their representatives 
mere puppets of the Executive branch of the government— 
puppets who would levy taxes and lay burdens as the Execu- 
tive might wish; nor did they assume that some of the elec- 
torate would ever fall so low in civic integrity that such 
puppetry could be successfully proclaimed as a virtue enti- 
tling its possessor to the franchise of the people. 

Aware that a combination of legislative, executive and 
judicial power in one person or body was destructive of all 
freedom and justice, they established a government in which 
these three branches were distinct and wholly independent 
the one from the other. ‘The fathers provided this so that no 
one scheming and ambitious branch of the government could 
absorb the others, either with or against their will. They 
did not contemplate that by subterfuge, cajolery, and gratui- 
ties any large part of the electorate could be brought to be- 
lieve that a combination of all of these branches into one, or 
a domination of one over all, would be a blessing. 

Conscious that long terms of office serve to entrench and 
solidify individuals and parties into a power that tends 
towards tyranny; realizing that the changing views and in- 
terests of the people required a frequent opportunity for ex- 
pression through their chosen representatives, the fathers pro- 
vided short terms of office for all national legislative and 
executive officers. The Father of His Country gave body 
and substance to this principle by refusing to prolong indefi- 
nitely his own tenure in public office. 

The fathers did not assume that any considerable part of 
the electorate could ever sink to the level where their con- 
tinued support could be actually purchased by the flagrant 
use of gratuities made available by the people’s own repre- 
sentatives contrary to the spirit and genius of our free insti- 
tutions. 

Knowing that the liberties of the people, the safety of their 
property, and the protection of their lives, depended upon 
the making of laws which conformed to the Constitution 
and upon the due and just administration of such laws, the 
fathers set up a judiciary that was not only independent of 
the other branches of Government, and free from political 
domination, but beyond their reach by any direct and legal 
interference. They did not assume that the time would 
ever come when either of the other branches of government 
would attempt by subterfuge and indirection to do what they 
could not do directly and so attempt to dictate the course 
and character of justice in the interest of any political theory 
or tenet. The fathers assumed an integrity and honesty in 


the public servants of the nation which would guarantee the 
people against indirect subversion of their institutions. 

The fathers were schooled in attempts to control what 
they wrote and spoke in criticism of government; they knew 
how tyranny and oppression smart, and even slough away 
under publicity; they understood how “little” men in office 
resent disapproving comment on their acts and how they try 
to punish those who make the comment. So they provided 
that Congress should make no law “abridging the freedom 
of speech or of the press.” But the fathers never caught the 
picture of a regulatory power over means of communication 
and publicity that could forestall all but favorable expres- 
sions regarding government. The fathers felt that when they 
protected freedom of speech and of the press against gov- 
ernmental interference they had effectively guaranteed the 
citizens’ freedom to talk and write as they felt and thought 
about their own government. 

The fathers based our whole system upon the equality of 
all men before the law. They had evolved from their experi- 
ence the principle expressed in the dictum of the Declara- 
tion: “We hold these truths to be self-evident; that all men 
are created equal; that they are endowed by their Creator 
with certain inalienable rights; that among these are life, 
liberty, and the pursuit of happiness.” The Constitution it- 
self contains no word (save as it refers to slaves) that pro- 
vides or suggests or even intimates that all laws are not to 
be uniformly and impartially administered. 

The courts have from the beginning declared class legisla- 
tion to be unconstitutional. The great immunities of the Bill 
of Rights ran in favor of every citizen; none were denied the 
blessings of liberty. The Fourteenth Amendment specifically 
provided that no State shall “deny to any person within 
its jurisdiction the equal protection of the laws,” and no 
patriot will say that the same inhibition does not in spirit run 
in favor of the citizen against the United States. The 
fathers were careful to provide that the Chief Executive 
should solemnly covenant that he would “faithfully execute 
the office of President of the United States and would to 
the best of his ability preserve, protect, and defend the Con- 
stitution of the United States.”” The Constitution expressly 
prescribes that the Chief Executive “shall take care that 
the laws be faithfully executed.” This fundamental prin- 
ciple of equal justice and equity is basic to any system of free 
government among men. 

Conscious of the inherent power for oppression and abuse 
of the taxing power—the evils of the taxing power lay at the 
base of the causes of the Revolution—aware of the principle 
afterwards announced by the great Chief Justice that “the 
power to tax is the power to destroy,” the fathers carefully 
guarded the taxing power of the Federal government and 
expressly denied the right of the Federal government to levy 
direct taxes against the individual. They saw clearly that the 
power to tax the individual gave the power to control him, 
so they left this power in the states to be handled under 
local self-government, where the restraints of neighborhood 
and acquaintanceship might be operative. Later statesmen, 
through the Fourteenth Amendment, protected the citizens 
against their own state governments in the matter of “equal 
protection of the laws.” 

Then came the time, a quarter of a century ago, when the 
urgency for more revenue for government expenditure, dis- 
guised by the plea of better equalizing the tax burden, led 
to the amendment authorizing the income tax. This tax was 
at first light, but it grew by leaps and bounds. Always and 
ever, the more you feed a government, any government, the 
hungrier it gets, and the more it eats. Citizens who had 
worked through many frugal years of hardship and sacrifice 
to a competence, saw in their ripening years the government 
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come in and take a generous part of the fruits of their life- 
long labor, to carry on highfalutin’ plans and schemes, and 
to build projects in which the government had no business to 
engage. This led men to try to evade this government 
wastage of the money they had so laboriously earned, and 
the government itself encouraged the effort by admitting that 
men were justified in finding ways of taking themselves out- 
side the purview of the law. This is a way and spirit destruc- 
tive of all integrity in the citizenry. 

Under an executive ordinance power recognized by the 
courts, but outside I feel sure of the purview of the fathers, 
rules and regulations have been laid down, covering the 
payment of income taxes, that have varied as the need for 
more revenue has mounted. Sometimes these regulations have 
been made retroactive and citizens who paid an honest tax 
at the time it was due, have been forced to pay further tax 
years afterward, under the impact of a threat of vicious 
penalties if they failed. 

Inheritance taxes have also come into the field. 

All this has created a situation in our tax life that would 
enable any administration so minded to lay a heavy and 
unequal hand on the citizenry of the country. An administra- 
tion so minded could investigate or refrain from investigat- 
ing, it could make further levy or let the old levy stand, as 
suited its will and convenience, and in making a further levy 
with penalties, it could bring ruin. An administration so 
minded could thus bring to the citizenry a reign of terror, it 
could silence criticism, it could crush all opposition. So 
comes tyranny in its blackest form. 

Nor would the end be yet. For the governmental maw, 
not satiated with eating the mere incomes of the citizenry, 
would demand more of their goods, and the next move would 
be a capital levy in some form. Make no mistake about this. 
Such has been the consistent way of all governments em- 
barking on this course. The move to take the capital the 
citizens have saved will be disguised as a means of alleviat- 
ing the needs of the poor, of equalizing the burdens of gov- 
ernment, of sharing the wealth. When that comes, the con- 
quest of the citizens will be complete; tyranny will be en- 
throned and rule till liberty is again brought back across 
en bloody fields of battle. Thus will history again repeat 
itself. 

Our fathers knew all these approaches of tyranny. They 
could hear its muffled tread afar off. They left us signs and 
warnings to quicken our ears, they set up for us bulwarks 
across his path. So well did they do their work that for 
scores of years tyranny did not leave its lair. Human freedom 
and happiness and prosperity filled the land and joy abode 
in the hearts of the people. We forgot that tyranny lived. 
Then it left its den in the night, and began stalking our 
liberties even as a wild beast creeps silently, through the 
darkness upon its victim. 

The Constitution is our sole shield against this crouching 
beast; it is our sole weapon of defense against tyranny’s 
freedom-destroying spring. 

You men of money, you captains of industry, you em- 
ployers of every kind, you keepers of the people’s savings, 
you leaders in whatever walk of life, do not cling in the 
rear like slackers, justifying your act and place by the con- 
venient and comforting assertion that by so doing you are 
best serving those who look to you for protection. This is 
false ; to some it will look all too much like cowardice. No 
war was ever won by cravens who skulked in the rear. 

A holy duty calls you into the very front ranks, in the 
war on waste, extravagance, misuse of the public funds, and 
demagoguery, whenever and wherever any of these are 
found; it calls upon you to advance in the war against en- 
croachments upon our guarantees as to life, liberty, and 





property, the perversion of our free institutions, whenever 
any of these shall appear in our public life; it bids you to 
full-breast whatever blows may come in such a war; it 
demands that you make good your constant and just boast 
that the people’s welfare is your concern and obligation; it 
invokes against you the judgment of two millenniums—“Ye 
shall know them by their fruits,” it brings to you anew the 
truth of the fathers—‘‘United we stand, divided we fall”; 
it sounds in your ears the blessings which the millions who 
trust you will shower on your heads; it opens to you a vision 
of the immortal glory that may be yours if you stand forth 
patriots, ready to sacrifice your all that the freedom be- 
queathed to us by the fathers shall remain to bless us, to 
bless our children aad to bless the world, during the un- 
numbered centuries to come. 

I love the Constitution of the United States, and the free 
institutions it creates; I love the freedom and liberties it 
bestows upon me. I cherish the guarantees that it has given 
to me and that my children shall possess after me, if I shall 
not throw these guarantees away. From the time I stood 
at my mother’s knee, I have been taught to reverence the 
Constitution as God-given. I firmly believe it is. It is the 
doctrine of my Church that the Lord himself has declared: 
“T establish the Constitution of this land by the hands of 
wise men whom I raised up unto this very purpose.” It is 
also the doctrine of my Church that the Lord further de- 
clared that officers of government should exercise their au- 
thority “‘according to the laws and Constitution of the people, 
which I have suffered to be established and (which) should 
be maintained for the rights and protection of all flesh, ac- 
cording to just and holy principles.” Thus the Constitution 
of the United States is to me and to my people as much a 
part of our religion as is the Decalogue given amidst the 
thunders of Mount Sinai or the Beatitudes spoken by the 
Master on the peaceful slope of the Palestinian hillside. 

It is not my belief nor is it the doctrine of my Church 
that the Constitution is a fully grown document. On the 
contrary, we believe it must grow and develop to meet the 
changing needs of an advancing world. We know that 
greed and avarice and lust for power and dominion over 
men are always with us, and will be until the millennium 
shall come. We know that these curses of men never sleep 
nor die, that they alter their ways of vice to evade the con- 
trol of law and order. We know that sometimes they reach 
such size and influence that their handling may require 
changes not only in legislation but, on rare occasion, in the 
Constitution itself. But all such changes must be made to 
protect and preserve our liberties, not to take them from us. 
Greater freedom, not slavery, must follow every constitu- 
tional change. 

So we do hold that in all that relates to its great funda- 
mentals—in the division of powers and their full independ- 
ence one from the other, in the equal administration of the 
laws, in the even-handed dispensing of justice, in the ab- 
sence of all class and casts, in the freedom of the press and 
of speech and of religion—we believe that in all such matters 
as these our Constitution must not be changed. For more 
than a hundred years it has been our expressed and recorded 
belief that “ . . . Governments -were instituted of God for 
the benefit of man; that he holds men accountable for their 
acts in relation to them, both in making laws and administer- 
ing them, for the good and safety of society.” 

We have declared that, “we believe that no government 
can exist in peace, except such laws are framed and held 
inviolate as will secure to each individual the free exercise 
of conscience, the right and control of property, and the pro- 
tection of life.” 

As I have from infancy been taught these principles, so I 
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have been taught that this is “a land choice above all other 
lands,”’ that God has declared it shall be in his especial care 
so that out of it these great principles of constitutional gov- 
ernment with its free institutions and liberties, shall flow 
over the earth to the blessing of the peoples of the nations, 
God’s children all, and that nothing but the iniquity of this 
nation itself shall rob it of this divine destiny. 

And so the same fervor and devotion that I give to the 
other of God’s declared purposes, I give to this exalted 
mission and destiny of my country. 

Gentlemen, do you not catch a vision of this glory of 
America, not the glory of a conquest bought with our blood, 
of a conquest over a torn, maimed, and hating foe, of a 
conquest that however it may seem, yet nevertheless always 
leaves the world poorer and more wretched, with more of 
woe and misery and sin and despair and hate and damnation 
than before it came ;—not these conquests. 


But the conquest of peace and joy, the conquest of bring- 
ing more to eat and more to wear, of bringing more comfort, 
more education, more culture, the conquest of liberty over 
tyranny that all men may know and have the free institutions 
which are ours, the conquest of caste and legalized privilege 
and of all social inequalities, the conquest of want and 
misery, of hunger, and nakedness, a conquest of war itself, 
so that peace and “righteousness shall cover the earth as the 
waters cover the mighty deep,” a conquest that shall bring a 
true millennium. And this is not an idle dream of the con- 
quest of righteousness, for it lies within our reach if we shall 
not forfeit it by our own iniquity. 

God grant we shall not sell this glory, our national birth- 
right, for a mess of pottage! God grant we shall not by our 
own sin rob ourselves of this divine destiny and the world of 
its divine heritage. 


The Recent Election 


THE TIME HAS COME FOR OPTIMISM 
By RAYMOND MOLEY, formerly Confidential Advisor to President Roosevelt and now Contributing Editor, Newsweek 


Before the Congress of American Industry and Annual Convention of the National Association of Manufacturers 
At the Waldorf-Astoria, New York, December 7, 1938 


incontrovertible evidence of a broad, conservative 

swing—a continuation of a deep current that began 
even before the election of 1936. The Democratic party 
lost its majorities in practically all sections of the country 
except in the great cities, the Far West and the South. 
Particularly it lost its majorities in an area stretching 
through central Pennsylvania, central and southern Ohio, 
almost all of Indiana, central Illinois, lowa, Kansas and 
Michigan. In Wisconsin and Minnesota, the progressives 
were overwhelmed by the Republicans to a still greater de- 
gree. In short, at one swoop, the area that has been tra- 
ditionally Republican since the Civil War, the area on the 
basis of which most of the great Republican victories have 
been won, returned to the Republican party from which it 
broke away in 1932. 

A swoop of this kind does not stop in a day or a week. 
Unless some great unforseen crisis occurs, its momentum is 
unabated for years. Most certainly, in this case, it will be 
intensified rather than spent, by 1940. 

The import of last November’s election ought to be per- 
fectly clear to the Democratic party. The leadership of that 
party ought to read in these election returns the necessity of 
a thorough self-examination and reappraisal. 

Dr. Gallup, in his poll on the election results, has indi- 
cated that there were six reasons why people turned from 
the Democrats to the Republicans: (1) opposition to spend- 
ing; (2) belief that the country needs a change; (3) fear 
that the President was attempting to acquire excessive power ; 
(4) disappointment with the results of the Administration’s 
agricultural policies and other recovery methods; (5) dis- 
approval of the President’s hostility to business; (6) dis- 
approval of the New Deal’s recent labor policies. All of 
which, it might be added, are symptoms of the same basic 
disease. 

This being the situation, what may the average citizen 
expect in the next year or two? And what lessons ought the 
leaters of the two major parties learn from the results? 
First, as to the Democratic party: The political future 


. S we look back at the election of a month ago, we find 





largely depends upon what happens in the Democratic party. 
No ruling party is ever beaten by the opposition. It always 
beats itself. The Democratic party will beat itself if it 
does not revise those tendencies which have caused it to 
slip so far in the past two years. I doubt that the present 
ruling group in the Administration, who are wishfully think- 
ing that the election can be explained wholly by particular 
situations in particular states, who are fixed in the belief 
that it means little or nothing, I doubt, to repeat, that these 
men are capable of learning much. I don’t see how they 
can find their way back to the safe ground that they have 
abandoned. We may expect a continuation of belligerent 
utterances from high quarters—and much broad generaliza- 
tion about policy. It may be that the next two years will 
resemble the last two years of Theodore Roosevelt’s Admin- 
istration: It could hardly be said that T. R. lost any of his 
love of controversy, but he found it more and more difficult 
during this period to interest the public in his denunciations ; 
he wrote longer and longer letters to men in the West, but 
men to a greater and greater extent delayed opening these 
letters; meanwhile, a more conservative group moved into 
power, and when Africa beckoned, their power became 
absolute. 

It may be that 1940 will see a complete victory of the 
conservative group in the Democratic party, despite Presi- 
dential opposition. But in my judgment it is more likely 
that Presidential opposition will prevent the nomination of 
anyone who is displeasing to the White House. This may 
mean the nomination of a thoroughly colorless igure who is 
all things to all men—progressive to the progressives and con- 
servative to the conservatives—and I can think of two or 
three such individuals. But whether or not it does, it may 
be taken for granted that in outlining the broad policies of 
the party and in enacting legislation, the conservatives in 
the Democratic party will move with vastly more assurance 
now that they feel that the public is behind them and now 
that they believe the spell of the White House is broken. 

Some of the great machines—and one of them was heard 
from the other day through Senator Guffey—will clamor 
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for the renomination of Roosevelt, just as the machines in 


1880 clamored for the renomination of Grant. If such an 
effort succeeds, the Democratic party will, I believe, lose 
the election. Some of our traditions are vital, living things. 
This, without question, is one of them. 

The failure of Administration strategy will be further 
accentuated by the course of the monoply investigation. Un- 
less all signs fail, this investigation will not be a political 
asset to the Administration. 

If the inquiry proceeds to a sober examination of the 
realities, it will most certainly prove that much of the 
clamor against business during the past two or three years 
has been unjustified. At the same time, it will bring out in 
the open what some of us have been pointing out for a long 
time—that this Administration is hopelessly divided within 
itself on the broad question of what the attitude of govern- 
ment toward industry ought to be. This division appeared 
unmistakably on the second day of the hearings. It will 
appear again and again if the investigation proves to make 
valuable contributions to national knowledge of the infinite 
complexity of the business-government problem will limit 
its political advantage to the party in power. 

If the Administration sees the danger of revealing the 
differences of opinion in its own ranks, it will have two 
courses open. The first will be to turn completely academic 
and unintelligible, and keep the show going until 1940. The 
second will be to start a real witch-hunt. (This assumes, 
of course, that the Administration could get away with 
that, considering the fair and helpful attitude of the Chair- 
man and some of the Congressional members of the Com- 
mittee. ) 

In any event, this investigation is going to show that there 
are no more ready-made remedies to be pulled out of the 
hat. The hat isempty. The public zest for magic is allayed. 

Against the background of all of these Democratic fire- 
works is a slowly reviving Republican party. That party 
is in a position where it cannot very well resent advice from 
anyone, and so, perhaps, even a Democrat like myself may 
be permitted to offer a suggestion or two. 

(1) The Republican party cannot get back into power by 
outbidding the Democrats. 1940 is going to see an election 
and not an auction. Anyhow, the Republicans cannot try 
to outbid the Democrats because they have nothing to buy 
with, and, being impoverished, they ought to see the very 
practical advantage of sticking to virtue—their virtue, such 
as it is, being about all they have left. 

(2) It is fine for the Republican party to be more pro- 
gressive, but it is ridiculous to think that the public is 
going to accept it on the basis of vague talk about progres- 
sivism. People have had enough experience in the past few 
years with generalities. They are going to ask what exactly 





is meant by progressivism. The Republicans will have to 
offer intelligent economic ideas, whether they can be called 
progressive or not. People are more interested now in 
things that will work than they are in mere change. 

(3) And while they are trying to get back into the good 
favor of the people, it might be well for the Republicans to 
remember the story of the widow who placed in a newspaper 
the statement that she was profoundly grateful to all those 
friends who had assisted at her late husband’s death. There 
are a number of retired statesmen who nobly assisted at the 
party’s late demise, and the party would do well to keep them 
hidden in a closet. 

(4) The Republicans might also look back at their long 
history and see that from Lincoln down to Landon they had 
many candidates, some of whom were successful and some of 
whom were not, but that they never had one who was not 
experienced in politics and they certainly never had a suc- 
cessful one who had not demonstrated his ability through a 
long political career. For that reason they ought to be a 
little wary of well-intentioned but ignorant young hopefuls. 
The job that they are undertaking is nothing to be entrusted 
to youngsters whose enthusiasm far outweighs their knowl- 
edge. 1940 will be a bad year for amateur statesmen. 

The attitude of business in the face of all this ought to 
be very hopeful. Business never has and never should be 
completely united in politics. It cannot attach itself to any 
political party. In the nature of things it cannot be suc- 
cessful in active politics. It must stick to principles and to 
principles that are closely related to its own well-being. Still, 
it has reason, in the light of the past election, to be heartened, 
because there is every evidence in the returns of November 
that the American people as a whole want business to have a 
square deal and that they want a restoration of jobs in 
private industry at as rapid a rate as possible. 

But business must realize that, when we talk of a con- 
servative drift, the word conservative must be interpreted 
to mean a position distinctly to the left of 1929. Business 
can honestly hope for relief from some of the more oppressive 
forms of regulation of the past three years, but it should not 
hope for a reaction that will sweep away the earlier and 
sounder reforms of the New Deal. As I read the political 
portents, business is going to have a real chance, and whether 
it will use that chance effectively will depend upon its own 
forcefulness, sincerity and resourcefulness. The winter of 
its discontent is coming to a close. Unmistakable signs of 
spring are everywhere to be seen. But business must realize 
that the long summer ahead of it is a time for sowing, culti- 
vating and reaping and for a better eye for the weather. The 
time has come for optimism, but the time will never again 
come for complacence. 


Science, Employment and Profits 


THE BEST ULTIMATE SERVICE OF THE PUBLIC 
By KARL T. COMPTON, President, Massachusetts Institute of Technology, Cambridge, Massachusetts 


Before the final general session of the American Bankers Association annual convention at Houston, Texas 
On Thursday morning, November 17, 1938 


address you on this occasion, gave me a directive in the 
following words: “As you know,” said he, “the bank- 
ing fraternity is greatly interested in some of the fundamental 
economic problems of this country at the present time. In 
recent years there has been much discussion to the effect that 


Y ite president, Mr. Adams, when he invited me to 


science, which has developed our technological civilization, 
has really caused our unemployment. We should like to have 
you give us the benefit of your thinking on this very impor- 
tant and fundamental problem in our present social and 
economic order.” 

This is a subject of obvious interest, not only to members 
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of the banking fraternity, but also to scientists and engineers, 
and I therefore welcomed the opportunity to try to express 
some of the fundamental issues, as I see them. However, I 
did not like the title of technological unemployment. For 
the motive power which impels scientists to make their dis- 
coveries and engineers to apply these discoveries is faith in 
the positive values of knowledge and in the predominant 
usefulness of its applications. We believe that the primary 
effects of science are beneficial and that its unfortunate effects, 
like technological unemployment, even though serious, are 
secondary and of lesser importance. 

Therefore, I preferred to state my subject with a positive 
implication in the form, “Science, Employment and Profits,” 
even though I shall obey my marching orders and discuss 
technological unemployment. 

Technology and its influence on employment and standards 
of living are, literally speaking, as old as the hills. For the 
relics of primitive man, disclosed by the excavations of arche- 
ologists, prove that he has used tools from the very dawn of 
history. In fact, the ancient civilizations are now described 
by these tools, as the Stone Age, or the Bronze Age. To a 
very large extent, man’s standard of living has always been 
limited by the tools at his disposal. 

As long as man has built roads and shelter he has prac- 
ticed civil engineering. When the ancient Assyrians invented 
wheelcarts to carry their loads and when the Egyptians used 
inclined planes to raise the massive stones of their monu- 
ments they were mechanical engineers. And the old alchem- 
ist developed some rudiments of chemistry and metallurgy. 

Technological unemployment, also, has existed ever since 
men have used mechanical devices to aid them to do their 
work more advantageously. When the Egyptian farmer 
installed a water-driven or ox-driven pump to irrigate his 
fields with waters from the Nile he became, thereby, techno- 
logically unemployed. The time which he previously spent in 
carrying water by hand, he could now spend in loafing or 
doing some other job. At the same time he could irrigate 
a much larger field and harvest a much larger crop than ever 
before. 

With the development, first of water power, and then of 
steam power, and with the accelerated rate of discovery in 
science and its useful applications, these primary desirable 
effects of technology on employment and living standards 
have been multiplied enormously, and have, at the same time, 
disclosed some secondary complications which are definitely 
undesirable unless they can be avoided or compensated. 

The speed of these recent developments is suggested by 
the fact that the hundred and fiftieth anniversary of James 
Watt's discovery of the steam engine, was celebrated only 
four years ago, and men are still living who worked with 
Edison and Thomson on the first developments of electric 
power. Yet there is encouragement in the thought that tech- 
nological unemployment is not new with us as a serious prob- 
lem in our own generation; it existed fifty years ago, as de- 
scribed by the then U. S. Commissioner of Labor in these 
words: “The rapid development and adaptation of machinery 
have brought what is commonly called ‘overproduction.’ The 
nations of the world have overstocked themselves with ma- 
chinery and manufacturing plants far in excess of the wants 
of production. The day of large profits is probably past.” 
Yet since that time such new industries as the public utility, 
telephone, automobile motion picture, aviation, chemical and 
a host of others have sprung from technology and created new 
profits, new employment and new standards of living far 
beyond anything dreamed of fifty years ago. Herein is both 
encouragement and a lesson to us today. 

Let us approach the matter also from another aspect. How 
has wealth been secured? The people of the world have 


always had a deep desire for what our President has so aptly 
phrased “the more abundant life.” Within this phrase are 
included the whole gamut of objectives of governments, 
social agencies, labor organizations, private philanthropy and 
education. It is the mainspring of the private initiative of 
every citizen and every group. It is a fundamental human 
aspiration. How may it be achieved? 

From the days of the cave man, all through history up to 
the modern era of science, there were only two primitive 
recipes for securing the materials desired for the more abund- 
ant life. One was to work hard and long in order to produce 
more, and the other was to take the good things of life from 
some one else, by theft, conquest, taxation or exploitation. 

To get the good things of life by taking them from others 
is a primitive instinct, undoubtedly developed by the age-old 
struggle for existence. We have al! seen monkeys, or sea 
gulls, or wolves, or pigs snatching food from each other, 
fighting to pessess it, or shouldering each other away from the 
trough. When human beings carry this philosophy too far 
beyond the accepted standards, as did Jesse James and John 
Dillinger, we call them “public enemies.” But this same 
philosophy of taking, what we want from others, by violence 
or trickery, or by legalized strategy and force, has run all 
through history. 

Remember when Moses led the children of Israel out of 
Egypt into the Promised Land. Joshua, sent ahead to spy 
out the land, brought back a glowing description of a “land 
flowing with milk and honey.” This was truly the oppor- 
tunity for a more abundant life for the Israelites, and they 
proceeded to smite hip and thigh the Hittites, Moabites and 
Philistines, and to take possession of their land, herds and 
cities. The ethics of the case did not disturb them, for were 
they not the “chosen people?” 

Later, the Romans conquered the then known world, in 
order to extract tribute and slaves from the conquered na- 
tions, and to exploit the mines and farms of the world. Be- 
ginning with 1492, all Europe sought wealth through ex- 
ploitation of the newly discovered lands of America, which 
they took from the Indians by conquest or treaty. A century 
or two ago the nations of the world were robbing Africa of 
its ivory and its gold, and capturing its people for slaves. 
We can all cite examples of this same philosophy in interna- 
tional affairs in the present year of 1938, even to the use of 
the old excuse of the Israelites in that each nation tends to 
consider itself as a “chosen people,” with special privileges 
over other peoples. 

But it is not alone nations against nations which have fol- 
lowed this policy of seeking to profit at the expense of others. 
Let me suggest a few examples of this same primitive phi- 
losophy operating within our own nation in recent times. 

A speculator attempts to corner the wheat market so that 
he may reap a profit at the expense of the purchasing public. 
A trust, in the sense of a combination in restraint of trade, 
attempts to use its control of the situation to force its cus- 
tomers to pay exorbitant prices in order that it may make an 
abnormally large profit at the expense of the public. There 
is much of the same basic element in the doctrine, which 
has had some governmental sanction, that the farmers of the 
country should combine together to restrict production in 
order that prices of agricultural products may rise, thus 
forcing the public to pay special benefits to the farmer. In- 
dustries seek an analogous special advantage through tariff 
protection. A political party, when it wins an election, pro- 
ceeds to displace postmasters and commissioners with its own 
followers, to hand out patronage, as it is called, at the expense 
of the losing party. There has been a tendency for the 
owner of a business to pay his employees as little as possible, 
taking all the work he can get out of them and paying as 
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little as possible in order that his profits may be large. For 
equally natural reasons, ever since the days of the Romans 
and perhaps earlier, there have been trade unions of workers 
— to force the employer to pay higher wages for less 
work. 

But, in recent times, modern science has developed to give 
mankind, for the first time in the history of the human race, 
a way of securing a more abundant life which does not 
simply consist in taking it away from some one else. Science 
really creates wealth and opportunity where they did not 
exist before. Whereas, the old order was based on competi- 
tion, the new order of science makes possible, for the first 
time, a cooperative creative effort in which every one is the 
gainer, and no one the loser. 

For this reason, I believe that the advent of modern 
science is the most important social event in all history. It 
marks the point at which men have come to understand 
themselves and the world they live in well enough to begin 
systematically to control the hidden forces of Nature to 
their advantage. Already science has done much to raise our 
standards of living, but these hidden forces are so great that 
we are assuredly only at the beginning of things possible. 

Now, through science and the machine, the people of the 
United States are served with the equivalent of one hundred 
slaves for each man, woman and child. In other words, 
there is machine power expended at the rate of 13.38 horse- 
power hours per day per capita. This figure changes to 6.65 
in Great Britain, 6.04 in Germany, 4.35 in France, 1.75 in 
Japan, 0.93 in Russia, 0.63 in Brazil and 0.45 in China. 
Averaged over the entire earth, the machine power is 2.475 
horsepower hours per day per capita (or the equivalent of 
about 18 slaves per person). (Data from Read, Am. Eco- 
nomic Rev. March 1933, p. 58; Hirshfeld, “Toward Civili- 
zation,” 1929). 

To illustrate how the machine has benefited the laboring 
man, consider the foregoing figures in connection with the 
following. Suppose an average steel worker wishes to buy 
1 lb. each of beef, bacon, bread, butter, potatoes and sugar, 
plus 1 quart of milk and 1 dozen eggs. In the U. S. he 
would have to work 114 hours to earn enough money to buy 
these things. In France he would have to work 3% hours, 
in England 334 hours, in Germany 534 hours, in Russia 
23% hours. 

Some significant facts regarding the effect of the machine 
on the wages and employment of the worker, are these: 
Counting 1840 as about the year in which power machinery 
came to be important in the United States, we find a steady 
increase since that date in ratio of average wages to average 
prices of commodities, so that it is now about seven times 
what it was in 1840. In other words, the average wage 
earner in America can today buy seven times as much with 
his wages as he could in 1840; or more than twice as much 
today as he could in 1910. Also, despite increasing popula- 
tion and increasing use of labor saving machinery, the per- 
centage of our population gainfully employed increased 25 
percent between 1870 and 1930. 

A pamphlet distributed a few months ago by the First 
National Bank of Boston, listed some achievements made by 
the combination of applied science and individual initiative 
under the title: The American System and the Abundant 
Life. It said, in part: 

“More material progress has been made during the past 
one hundred and fifty years under the American system of 
business enterprise than during all the preceding centuries in 
the world’s history. This record of achievement is a chal- 
lenge to those who would radically change the system. Even 
in such a trying period as we are passing through, we cannot 
afford to forget our history or lose our perspective. It is 








well to recall that for thousands of years mankind was strug- 
gling with nature to eke out a bare existence, and the eco- 
nomic system of today is the survival of experiments in vir- 
tually all forms of endeavor. The present system is being 
constantly corrected and modified as defects appear. 

“Not only has our per capita material wealth greatly in- 
creased, but the schedules of labor have been reduced from 
sixty hours a week in 1900 to an average of around forty 
hours at present. Machines have lifted the burden from the 
backs of workers so that considerably less human energy is 
now required for a greatly increased volume of output. 

“The American system has not only vastly improved 
working conditions in the factory, but it has also reduced 
much of the drudgery in the home. ‘Two-thirds of the homes 
are now wired by electricity, and of that number 97 percent 
have electric irons, 49 percent have electric washers, 42 per- 
cent have electric clocks and 34 percent have electric refrig- 
erators. As a result of the aid of mechanical servants and 
the large number of former domestic tasks now performed 
outside the home, the hours devoted to housekeeping have 
been reduced by over 30 percent within the past generation. 

“Unparalleled facilities for education are provided in this 
country. The percentage of persons between the ages of 
five to seventeen enrolled in our public schools has increased 
from 57 percent in 1870 to 73.5 percent in 1910, and to 82 
percent in 1932. The average number of days attended by 
each pupil has nearly doubled in the last six decades. More 
money is spent on training our young people than in all the 
other countries of the world combined. Expenditures on edu- 
cation per capita increased from $2.84 in 1900 to $17.42 in 
1932 while the aggregate salaries paid the teachers have more 
than quadrupled during this period. Not only has there been 
a marked increase in the attendance at public schools, but 
more than 1,000,000 students are now enrolled in our col- 
leges, or six times as many as in 1900. Our system of educa- 
tion has opened wide the door of opportunity to all of our 
people.” 

From still another point of view, we again see applied 
science—technology—as an increasingly important source of 
wealth. Our nation, within our generation, has come to the 
end of the unlimited opportunity for exploiting the free and 
undeveloped natural resources with which our land has been 
blessed—resources of coal, oil and gas, of mineral deposits 
and rich agricultural land, free for staking a claim and work- 
ing it to provide materials for a rapidly expanding civiliza- 
tion. But no longer is the road to easy wealth epitomized in 
Horace Greeley’s words: “Go West, Young Man, Go West.” 
Nor can England any longer build her prosperity by geo- 
graphical exploration and colonization of virgin lands with 
such profits as we find it now hard to realize—profits of 100 
percent on every voyage of its East India merchantmen. 

And so it is, all over the world, that the point has been 
reached where further increase in our wealth, population and 
cultural opportunity will not depend much on discovering 
new resources by geographical exploration, but mostly on wiser 
use and new use of the resources that we now have, through 
scientific exploration. The geographical pioneer is now sup- 
planted by the scientific pioneer, whose thrill of discovery or 
urge for reward are no less keen, and whose fields for ex- 
ploration appear to be unlimited. Without the scientific 
pioneer our civilization would stand still and our spirit stag- 
nate; with him, mankind will continue to work toward a 
higher destiny. 

Not to speak too much in generalities, let me give a few 
specific examples of what technological progress has meant 
to business recently. In the worst period of the depression, 
President Swope of the General Electric Company reported 
to his stockholders that 60 percent of the year’s business had 
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been in products which were new within the preceding dec- 
ade. Dr. Roger Adams, in his recent presidential address 
hefore the American Chemical Society, stated that 95 percent 
of the chemical industry derived from discoveries were made 
in university laboratories. In a national conierence on 
“Technology and Employment” held in Chicago a little over 
two years ago, Mr. John W. O'Leary stated that one-fourth 
of the employees in American industry today owe their jobs 
to eighteen new industries which have developed since 1880. 
He also showed that the most rapid growth of employment 
is in those industries which have been advancing most rapidly 
along technological lines. Similarly, a survey by the Na- 
tional Research Council has shown unmistakably that the 
financial soundness and prosperity of various types of indus- 
tries is in general proportional to their activity in research. 
It was the development of railroads that led the country out 
of the depression of 1870; the electrical public utility industry 
brought prosperity after the depression of 1896; and the 
automobile industry has been the largest factor in new profits 
and employment after the depression of 1907. 

Usually striking are the status and trends in an industry 
which is typical of those which have built on the foundation 
of technological progress—the chemical industry. There is 
more than a suggestion of truth in the quip that any one 
without a doctor’s degree in the chemical industry is likely 
to be the janitor. Here we find a faith in the ultimate finan- 
cial values of science like that demonstrated by a company 
which recently put on the market a new chemical product 
on whose research development it had spent more than a 
million dollars. Let me quote two paragraphs from this 
year’s October issue of the magazine Industry, based on 
records from the U. S. Bureau of Labor Statistics and the 
National Industrial Conference Board: 

“Employment today in the chemical industry is 27 percent 
higher than in 1929 although manufacturing generally is still 
about 5 percent lower than the 1929 peak. 

“The chemical industry’s average hourly wage, also 
average weekly wage, is 15 percent higher than for all manu- 
facturing. The chemical factory worker earns on the average 
$31 a week compared with an average of $26 a week for all 
manufacturing industry.” 

Thus far I have spoken of the achievements of science, and 
the beneficial effects of scientific discovery upon society. I 
have not opened the closet door to disclose the skeletons. 
Frankly, skeletons seem to me to be less important than the 
human race, for I should not advocate abolishing the human 
race just because it produces skeletons, among other things. 
Science has been criticized because of certain evils which 
have attended its applications in human affairs. The record 
of benefits, however, so far exceeds the record of damage, 
that I would not focus primary attention on the latter. 
Nevertheless we must face and try to solve the difficult prob- 
lems created by science if we wish fully to enjoy its benefits. 
So let me discuss the particular problem of unemployment. 

Technological unemployment is a spectre that has haunted 
us particularly in the past few years. Let me introduce it 
in the words of Mr. John L. Lewis himself, as they appeared 
in the Tech Engineering News of October, 1937: 

“Labor, of course, is not unaware of the argument that the 
displacement of labor, through technical improvements in 
industry, is only a temporary phenomenon. The argument 
runs like this. Improved machinery means lower prices, and 
the savings thus given the consumer are available for the 
purchase of other commodities, which, in turn, demand more 
labor to produce. 

“The fallacies in this argument are twofold. First, prices 
do not automatically reduce themselves with lowered produc- 
tion costs. Prices are determined by many factors, and every 


one, except the confirmed classical economist, knows that, 
even when prices do reflect reduced costs, there may be a 
long “time lag” before this occurs. And, second, labor is not 
a fluid, flowing from where it is not wanted to where it may 
be wanted, without loss or friction. Labor, on the contrary, 
is just a conglomerate of human beings, with the ordinary 
human craving for food, clothing, shelter, and family life. 
Thus, if a machine displaces ten skilled lumber workers in 
Séattle, the fact that, simultaneously, there are openings for 
ten skilled tailors in New York City, is no help to the ten 
jobless lumber workers in Seattle. In the first place, they 
probably would know nothing of the New York jobs; sec- 
ondly, they probably couldn’t afford to travel that far; and 
thirdly, even if these two serious difficulties could be over- 
come, the unemployed lumbermen couldn’t qualify for the 
jobs offered. This, of course, is an extreme case, but broadly 
speaking, it illustrates what has been happening to American 
labor.” 

Mr. Lewis’ own recommendations for ameliorization of 
this difficulty are: first, better assurance that workers will 
receive a fair share of the benefits of technological progress; 
second, liberalization of social security schemes; third, 
strengthening of labor unions for both defense against indus- 
try and assistance to it as situations dictate; fourth, direction 
of technology with view to its social consequences. 

The problem is very difficult, for there is great danger 
that steps will be taken which will sacrifice future welfare 
for the sake of immediate benefit. But the problem assuredly 
requires the most intelligent and active handling that can 
be given it. 

General unemployment is a far more serious problem than 
technological unemployment. How can it be met? Some 
12,000,000 people who should have work are today reported 
as unemployed, practically the same number as in the early 
stages of the depression and despite the enormous expendi- 
tures and theories for curing the situation. As a remedy the 
dole is only a desperate substitute for no remedy at all. Shar- 
ing the work is of some value up to a certain point, but be- 
comes a boomerang if carried too far, i. e., beyond the point 
of efficient operation. 

Obviously general unemployment is inevitable if population 
increases faster relatively, than new jobs multiply. We can’t 
do much about population control under present conditions, 
but what can we do about new jobs? Here science has a 
definite answer: give science a better opportunity to create 
new products which people will be willing to pay and to 
work for. Or let applied science so cheapen the manufac- 
ture of products which many people would like to possess 
but which are now too expensive for large scale purchase. 

This is a long-term program, for scientific discoveries 
cannot be made to order for delivery on a schedule, and when 
made they cannot be developed overnight into flourishing in- 
dustries. But all past experience proves that this plan is sure 
and successful. We can even prove that serious general un- 
employment would have struck us many years earlier had 
scientific research been less encouraged than it was. Herbert 
Hoover, more than ten years ago, pointed out the serious 
consequences that were bound to follow if some means were 
not found to support more active research in pure science in 
order to maintain the continuing supply of new ideas on 
which new industries and new employment could be built. 
To a certain extent he foresaw what has actually happened: 
that ten years later we are looking desperately for new indus- 
tries, trying suddenly to prime industrial pumps, trying to 
create a great housing industry before the technical founda- 
tions have been soundly laid. When a government official 
asked me, not long ago, why science did not have more to 
offer now, I replied, “The groundwork for what you want 
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should have begun ten years ago.” Similarly now we should 
be laying the foundations for ten years hence. Unfortunately 
few people of power to put such a program into effect have 
the vision and understanding to do so. 

At this point I am minded to quote as follows from my 
remarks on Research Day in New England last May: 

“As over against this provenly successful method of achiev- 
ing our desires, what have we been doing in the last few 
years? Primarily three things: priming the pump, redealing 
the cards, and multiplying restrictive regulations! 

“If a pump doesn’t draw water, it may be because the pump 
is faulty or because it doesn’t reach down to the water level. 
Of course the sensible thing to do is to prime the pump, if 
you need water in a hurry. But I submit that the man who 
simply continues to resort to this expedient instead of repair- 
ing his pump, or getting a new one, or driving his well deeper, 
is the kind of a man who is headed for continual trouble and 
poverty. Research is the process of building a better pump 
and driving the well down into new supplies of water. I 
sincerely believe that, if a quarter of the money that has 
been poured down the financial pump for priming purposes 
had been wisely devoted to research and development of in- 
dustrial products, we would not now be faced with another 
pouring of money down the same hole. 

“Then take that reshuffling of the cards known as ‘the new 
ceal.’ I speak of this, not in a political way, but simply as 
an analysis of what I consider a basic failure in its method, 
through neglect of research, to achieve its splendid objectives. 
Toa large extent the new deal has been played with the same 
old greasy cards. It has consisted essentially of taking the 
aces and jokers from one group of players and handing them 
to another group. Whether or not this new distribution is 
fair or is of general advantage is beyond the scope of my sub- 
ject. But the important point I would make is that, through 
research, a new deck can be created with a lot more aces. 
And the aces of this new research game have the peculiar 
quality of producing winnings without corresponding losings. 
Research creates wealth, does not merely reshuffle it. 

“Take again the program of regulations. Regulations may 
be necessary for other good purposes, but regulations do not 
produce either employment or wealth or high average stand- 
ard of living. They have exactly the opposite effect: they 
decrease the possibilities of progress and they introduce fric- 
tion which, as every engineer knows, is synonymous with 
decrease in efficiency.” 

But, to come back to the subject of employment, let us 
first look at some over-all figures. According to a study by 
Jerome, published in 1934 by the National Bureau of Eco- 
nomic Research, the number of horsepower per wage earner 
used in manufacturing operations in the U. S. has increased 
steadily from an average of 2.11 in 1899 to 4.86 in 1929, i. e., 
it has more than doubled in 30 years. Broken down into 
some general categories, we find that the horsepower per wage 
earner in the chemical industries increased from 2.34 to 8.80, 
in the iron and steel industries from 2.94 to 7.58; in the 
stone, clay and ceramic industries from 2.20 to 8.79; in the 
paper and printing industries from 3.06 to 6.45; in the rub- 
ber industries from 1.95 to 5.52: in the food industries from 
4.03 to 4.95; in the non-ferrous industries from 1.33 to 4.76; 
in the lumber industry from 3.15 to 4.39; in the manufacture 
of vehicles for land transnortation from 0.79 to 3.30: in the 
textile industry from 1.36 to 2.43; in the leather industry 
from 0.64 to 1.37; and in the tobacco industry from 0.17 
to 0.56. 

Running parallel with this increase in use of mechanical 
power, we can study the trends of employment opportunities 
in the nation’s manufacturing industries. These trends since 
1879 have been very clearly analyzed by Mills in the bulletin 


of the National Bureau of Economic Research published two 
months ago. While the graphs and tables tell the story more 
easily than words, some of the conclusions can be summarized 
as follows: 

In the fifty years from 1879 to 1929 the total population 
of the United States increased by a factor of 2.45. In the 
same period the number of wage earners in manufacturing 
industries increased by a factor of 3.66. In every intervening 
decade the number of wage earners increased more rapidly 
than the population except in the last decade, 1919 to 1929, 
when the number actually decreased slightly though the pop- 
ulation increased some 12 per cent. But even in this last 
decade the total number of wage earners plus salaried em- 
ployees increased ; thus this decade was characterized by some 
shift from wage earner to salaried employee status. In part 
this shift was due to the relatively greater need for well 
trained personnel to handle the more advanced mechanical 
equipment. In proportion to the total population, in this 
decade 1919-1929, the number of wage earners decreased 
1.8 per cent while the number of salaried employees increased 
1.4 per cent. 

Accompanying these changes was a very pronounced in- 
crease in the efficiency of production per wage earner, due 
principally to technological improvements. Thus, from 1899 
to 1929, despite the large increase in number of wage earners, 
the total number of man hours of employment increased ex- 
actly in the same proportion as the population. In other 
words, although the fraction of the population employed as 
wage earners in manufacturing industry had increased not- 
ably, the average number of hours worked per week by each 
wage earner decreased by the same proportion. 

Since 1929, however, there has been a striking change. 
The number of wage earners decreased from 1929 to 1935 
by a little over 16 per cent while the total number of man 
hours of employment decreased 31 per cent. Thus the aver- 
age number of working hours per week for a wage earner 
decreased nearly 23 per cent. The decrease reflects, in part, 
the pressure for sharing work to relieve distress, and in part 
the desperate efforts of manufacturers, by increasing their 
efficiency of production, to keep their business alive despite 
the partial collapse of sales and prices and the rapidly mount- 
ing load of taxation. To the social reformer who may con- 
demn the manufacturers for introducing machine production 
at the expense of jobs for the workers, the manufacturer 
replies that, had he not done this, his business would have 
had to shut down completely, through bankruptcy. 

The exact course of these trends during the depression is 
given thus: output per man-hour has increased steadily to a 
figure in 1935 which was 27 per cent above that in 1929; 
total production fell off by 30 per cent from 1929 to 1933, 
and then picked up so that in 1935 it was 13 per cent below 
1929; man-hours of employment dropped 41 per cent be- 
tween 1929 and 1933, and then increased to a loss of only 
31 per cent by 1935. 

When we turn to examine the effect of technolocical 
change in any given industry, the problem is exceedingly 
complicated. In fact, the report of a National Research 
Project supported by the W.P.A., entitled “Reemployment 
Opportunities and Recent Changes in Industrial Techniques,” 
draws this conclusion: ‘“‘No satisfactory method of measuring 
the effect of technological changes on employment has yet 
been evolved. The complexity of the interrelationships be- 
tween industries and between productivity and production 
makes impossible an adequate quantitative description of the 
full effects of technological developments.” 

I can well understand this conclusion. Probably the most 
complete study of the effects of technological improvements 
on an industry is that of the electric lamp industry by the 
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U.S. Bureau of Labor Statistics, published in 1933. I know 
this industry well enough to appreciate the very thorough 
character of this study. It explains why, in the decade 1921 
to 1931, when the production of lamps increased fourfold, 
the man-hours of employment in this production decreased 
nearly half. But what the study did not show was the in- 
direct new employment resulting from the greater use and 
lower cost of electric illumination—new employment in distri- 
bution and sale of lamps, in operations of public utility com- 
panies supplying the power, in increased consumption of coal 
to produce this power, and above all in the enormous number 
of new activities which take place at night and are possible 
only because of cheap and effective illumination. And back 
of all this is the basic fact that if there had been no tech- 
nological progress there would have been no electric lamp 
industry at all. 

To those of us who see so clearly the value of technological 
progress—who realize that without it no legislation or finan- 
cial juggling or labor demands or wishful Christian thinking 
can produce high wages, short hours of labor, high material 
standards of living and the wherewithal to pay high taxes— 
it is reassuring to know that the real statesmen of the labor 
movement also realize this fact. Nineteen years ago the 
American Federation of Labor expressed this conviction in 
the following resolution: 

‘Whereas, the increased productivity of industry resulting 
from scientific research is a most potent factor in the ever- 
increasing struggle of the workers to raise their standards 
of living, and the importance of this factor must steadily 
increase since there is a limit beyond which the average 
standard of living of the whole population cannot progress 
by the usual methods of readjustment, which limit can only be 
raised by research and the results of research in industry: 

“Resolved, by the American Federation of Labor in con- 
vention assembled, that a broad program of scientific and 
technical research is of major importance to the national 
welfare... .” 

And no statement of principle or program could be better 
than that in a Handbook for Committeemen of local lodges 
of the Steel Workers Organizing Committee, an affiliate of 
the C.1.O., recently published. It states: 

“The Steel Workers Organizing Committee, as a progres- 
sive union, stands for a policy of security and plenty for all. 
in order for all our people, wage earners, farmers and other 
useful people, to have more, we need to produce and distrib- 
ute more, not less. The American people possess almost un- 
limited natural resources. We have trained management and 
millions of wage earners able and willing to work. Under 
such circumstances greater production, guided by efficient 
management, means lower cost per unit. Lower costs tend 
toward lower prices. This enables our people to buy and 
use more goods. This, in turn, makes possible putting our 
unemployed back to work.” 

The booklet then goes on to say: 

‘How is it possible for the employer to pay labor more 
and still not have less himself? The answer is simpler than 
it looks. Almost any shop or mill is full of wasteful practices. 
‘There are many workers in any large-sized establishment who 


could offhand, as a result of their daily observations, give the 
management hints as to how it could save money and put 
out a better or a cheaper product. If this knowledge were 
collected and applied, the establishment would be better able 
to meet labor’s demands. 

“If a systematic study is made with the help of an expert— 
an expert working for labor as well as for management— 
a great many unsuspected ways of making economies can 
often be discovered.” 

In conclusion, gentlemen of the banking fraternity, I re- 
alize that I have given you a lot of figures and an expression 
of faith in the value of technological progress, but I have not 
solved any of your problems. Perhaps there is no final solu- 
tion, but only the opportunity to do our best to secure the 
benefits of science and mitigate the accompanying difficulties 
as best we can. I think the whole situation can be summarized 
in a few brief paragraphs as follows: 

If we look at industry as a whole, without inquiring into 
particular cases, we would conclude that technological unem- 
ployment is a myth, because statistics show no decrease in 
the fraction of our population gainfully employed during the 
last few generations, in which machine production has be- 
come important. This is because technology has created so 
many new industries and has so greatly increased the market 
for many commodities by lowering the cost of production to 
make a price within reach of large masses of purchasers. 

In individual instances, however, technological unemploy- 
ment may be a very serious social problem, as in a town whose 
mill has had to shut down, or in a craft which has been super- 
seded by a new art. Here the fact that technological unem- 
ployment does not exist as measured by overall statistics is 
of small comfort to the families whose wage earners have lost 
their jobs. 

I believe that two principles should guide us in these mat- 
ters. Improved products and services should be made avail- 
able to the public, and not forcibly stopped to protect any 
entrenched business or any group of workers who would be 
thrown out of jobs by the change, but with this proviso: the 
change should be made in a manner to afford generous pro- 
tection to the workers affected by it. This is a definite job 
for management, in which efficiency should be tempered by 
humane considerations (an attitude which, I believe, makes 
for real efficiency in the long run). 

Various methods are available for reducing the shock of 
technological changes, such as retraining workers, gradual 
changeover to fit the normal turn-over of personnel (as fol- 
lowed by the telephone companies in introducing automatic 
switching), pensions and unemployment insurance, efficient 
employment agencies for labor exchange, cooperation between 
industries of a community to synchronize lay-offs in one com- 
pany with new employment in another, etc. 

In any case, I believe that the fundamental criterion for 


wise procedure in this matter, as in every other, is that the 


predominant motive must not be quick profits or temporary 
advantage, but best ultimate service of the public. How this 


is best accomplished is the great job of every business manage-- 


ment. 





_ “You should make VITAL SPEECHES better known. You have something to sell 
which is sold in no other way. Teachers of English, oral and written, once they have 
used VITAL SPEECHES find it difficult to get along without it. Scarcely a day goes 
by but what I find a pat illustration of some principle of composition. Up until your 
publication we had to use out-of-date material. The motivation which comes from 
recent and timely speeches is most welcome to the teacher who needs every bit of push 
he can muster to overcome the reluctance of some students to study.” 


Lionel Crocker, Teacher of English, 
Denison University, Granville, Ohio 
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Prospects for Business in 1939 


THE PROBLEM OF RECOVERY 


By LEONARD P. AYRES, Vice President, The Cleveland Trust Co. 
Annual Address before The Cleveland Chamber of Commerce, December 13, 1938 


attention in any attempt made in these closing weeks 

of the year to review recent events and to consider 
possible future developments. One of them is of course the 
question of how far this recovery is likely to go in 1939, and 
what its important characteristics may be. The other is the 
more far-reaching question which asks whether or not this 
may prove to be the long-awaited recovery which will finally 
lift us out of the long depression of the past nine years, and 
restore really normal business conditions once more. 

There does not seem to be much doubt about the answer 
to the first question. It now seems wholly probable that un- 
less some international calamity intervenes, 1939 will be a 
definitely better business year than 1938 has been. Since last 
May there has been under way in this country one of the 
most rapid and vigorous upturns in the volume of industrial 
production that we have ever experienced. The driving force 
which has stimulated it has been the great outpouring of 
federal funds. That pump-priming will continue in 1939, 
and while it keeps up the business improvement may be 
counted upon to continue. 

Recoveries are like depressions in that when they once get 
well under way they acquire a momentum that is almost 
physical in nature, and which tends to carry them onward 
until fundamental changes in their impelling forces compel 
them to slow down and finally to reverse their courses. It 
seems improbable that such changes will become effective in 
this advance soon enough to prevent most sorts of business 
activity from making distinctly better records in 1939 than 
they have made this year. 

The coming year now promises to be a period of better 
employment, rising national income, and increased volumes 
of industrial production. Building construction is advancing, 
and the volume of privately financed building will almost 
surely be greater next year than it has been in this one. Trade 
and transportation may be expected to expand. There seems 
to be little prospect that commodity prices will greatly 
change, and so we need not fear next year either a flare-up 
of inflation or the accumulation of excessive inventories. 

This recovery began when the pump-priming appropria- 
tions went into effect last June. When the bills appropriat- 
ing the money were signed, at least two prospects were about 
as definitely assured as anything concerning future business 
developments can ever be. One was that general business 
conditions would he better in the second half of this year 
than in the first half. The other was that there would be 
a considerable advance in stock market prices. 

The advance in business activity can be relied upon to 
continue as long as the out-flow of public spending remains 
undiminished. But we know such spending cannot go on 
indefinitely, and it may be much reduced in the latter months 
of next year. That fact raises serious questions about the 
probable course of business in the third and fourth quarters. 
The year as a whole will almost surely be a better business 
year than this has been, but it is quite possible that the trend 
of affairs may be downward again before it draws toward 
its close. 

In this matter of pump-priming the national business is 
very much like the individual business. If times are hard 
and there is no money in the treasury, both the nation and 
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the private corporation may secure some if they can sell bond 
issues. The new funds will enable them to pay wages, buy 
materials, start new construction, and do all the things 
that produce the outward appearances of prosperity. ‘The 
results certainly constitute business activity; they look like 
prosperity, and to the participants they feel like prosperity. 
But they do not really create prosperity if they continue to 
be dependent on the spending of constantly increasing 
amounts of borrowed money. 

Perhaps the greatest danger that we face in this country 
is inherent in the fact that we recently purchased a business 
recovery by the expenditure of borrowed money, and now 
we are in the process of buying another recovery by spending 
still more borrowed money. The deplorable result is that 
our people have quite generally become convinced that gov- 
ernment is primarily responsible for business activity. In 
reality it is as futile for us to believe that we can spend our- 
selves rich as for us to suppose that a man can drink himself 
sober. 

The fundamental necessity of business in any period of 
recovery is that there shall be a fairly continuous and ade- 
quate flow of capital into productive enterprise. In its 
financial form this capital normally consists of bank loans, 
new security issues of bonds and stocks, and the refunding 
of old bond issues that have matured and are being replaced. 
Those are the chief financial forms of the flow of capital in 
recovery. They are quickly converted into the material forms 
of new plants, new equipment, extensions, additions, better- 
ments, stocks of materials, and operating money. 

As the new capital changes from its financial forms into 
its material ones, the volume of employment increases and 
payrolls expand. When that happens recovery is extended, 
for the re-employed workers become good customers demand- 
ing better food, and new clothing, and household furnishings, 
and new automobiles. As the process continues they begin 
to make plans for building new homes. Even after these 
processes are well under way the necessity for a continuing 
flow of capital is sustained, for bank loans have to be 
renewed, and bond issues continue to mature and must be 
refunded. 

This financing of a normal recovery requires two groups 
of participants, one composed of eager borrowers, and the 
other of willing lenders. Both of them are made up of people 
who are both willing and eager to take present risks in the 
hope of making future gains. If they are not both willing 
and eager, one set will be slow to borrow and the other set 
will be reluctant to lend, and when those conditions prevail 
normal recoveries do not develop. Under those circumstances 
governments may resort to pump-priming in the attempt to 
stimulate a business recovery into being. Such a stimulated 
recovery differs greatly from a normal recovery, and does 
not readily develop into one. 

In pump-priming recoveries governments spend public 
funds lavishly on relief, on public works, on subsidies to 
special groups such as farmers and veterans, and sometimes 
on military preparations. The bulk of such expenditures goes 
directly to consumers who expand their purchases and by 
doing so stimulate business activity. The fatal weakness of 
such a recovery is that everyone fears that it may be only 
temporary. Manufacturers repair their plants, but they 










































186 





Vital Speeches of the Day 





hesitate to build new ones. Retail merchants enlarge their 
stocks but not their stores. Automobile manufacturers re- 
design their radiator grills and change the patterns of their 
stainless steel trimmings but hold back on costly new models. 
Everybody tries to play safe and avoid risks. 

As we look back now at the business records of the last 
recovery attempt which came to a sudden end in August of 
last year, we can see some of the explanations for its sudden 
termination and the abrupt descent to the depression condi- 
tions of last spring. The great weakness of that recovery 
was that business in general was seeking security rather than 
accepting risks. Enterprise was active, but it was largely 
restricting itself to short-term expectations. The evidence 
that this was so is quite conclusive. 

Business recovery reached the top of its long recovery 
movement last year. In 1937 purchases of machine tools rose 
to new all-time high records. Those new tools were used 
to increase the outputs of old factories rather than to equip 
new ones, for the construction of new factories remained at 
relatively low levels throughout the recovery period. The 
building of new commercial structures remained even more 
seriously restricted. Business men improved their facilities 
throughout that recovery to meet the increased demands of 
consumers, but in general they avoided new long-term risks. 

There were not many new issues of bonds and stocks sold 
in that recovery to supply new capital for expanding enter- 
prise. Most of the money that was spent in that period by 
industry for productive facilities was used for replacements 
rather than to equip new plants. The evidence of that is 
found in the fact that by far the greater part of it came 
from depreciation accounts rather than from the sale of new 
securities. It appears to be true that of all the money spent 
for capital goods in the last recovery, only about one dollar 
in each four was raised by the sale of new security issues. 

We have no similar record in the histories of our recov- 
eries from earlier serious depressions. Our most severe busi- 
ness decline of recent times previous to the great depression 
was that of 1921 after the war. At that time many com- 
petent judges thought that we had so greatly over-expanded 
our manufacturing facilities during the war that we should 
need few new factories for the next 20 years or so. 

Nevertheless in the depression year of 1921 we raised over 
10 times as much new corporate capital by the sale of security 
issues as we did at the bottom of the great depression in 
1933 or 1934. In 1922, which was the first year of recovery 
from that post-war depression, our corporations sold almost 
twice as great a volume of new securities as they did in 1937, 
which was the final recovery year of the recent upturn. 
Business enterprise was venturesome 20 years ago. 

There are very simple reasons why business seeks security 
in these times rather than being venturesome and freely tak- 
ing risks as it used to. The first of these is that the chance 
of making a success in a business undertaking has been about 
cut in two in recent years. There are more than half a mil- 
lion active corporations in this country, and all of them have 
to report annually to the federal authorities so we have 
reliable information about their operations over a long term 
of years. The reports show that from just before the war 
until just prior to the great depression about 60 percent of 
them earned profits while the others suffered losses. 

Since 1930 the proportion of successful corporations had 
dropped to about 30 percent, so that for nearly a decade now 
the great majority of corporations have been losing money 
instead of making it. Not only has the chance of success in 
business been cut in two, but the earnings of the firms that 
have made profits have been greatly reduced. They have 
been decreased on the average by about 20 percent whether 
we measure profits in dollars or by percentage gains on turn- 
over. 


We may summarize these two changes by noting that the 
chance of success in business is only about 50 percent as great 
as it used to be, while the rewards of the successful are about 
80 percent as great as they were formerly. If we combine 
the two figures we may hazard the estimate that business 
undertakings are about 40 percent as attractive in this decade 
as they were in the two preceding decades. 

After the business profits have been made, and have passed 
on into the possession of those who shared the risks of making 
them, the income tax steps in and takes away about twice as 
large a percentage as it used to. That again still further 
reduces the incentive to take unnecessary chances in enter- 
prise. The combined effects of these simple factors go far 
toward explaining why business men now seek security and 
avoid the hazards of bold initiative. 

All this has an intimate bearing on the problem of recovery. 
The most urgent economic problem that we face is that of 
making next year the transition from this pump-priming 
recovery over into a long-term recovery carried forward by 
business instead of one pushed along by government. The 
postponement of that transition is dangerous. The only way 
in which we have made recoveries in the past has been 
through long-term financing used to increase the production 
of durable goods. 

The essence of business confidence is faith in the future. 
Business confidence is confidence in the prospects for profits. 
Unfortunately there are two great sectors of our business 
economy that now lack confidence in the future, and which 
are not likely to regain it in 1939. They are our railroads 
and our public utilities, and together they constitute a very 
large part of American business. If we omit our financial 
institutions, the assets of our transportation companies and 
of our utilities make up not far from half of the assets of 
all American corporations. 

In recent years physicians have been telling us much that 
we did not know before about ailments which they term 
deficiency diseases. These are disorders resulting from a 
shortage of vitamins. Our railroads are suffering from an 
acute form of deficiency disease, and it is caused by a lack of 
the financial vitamin that we know by the name of profits. 
Until a reasonable supply of that financial vitamin is restored 
to them, the railroads will not again be good customers of 
the other industries. In the past hundred years we have 
never had a durable recovery from a serious depression unless 
the railroads were prosperous. 

Our utilities are not suffering seriously from lack of profits. 
Their trouble is a sort of nervous prostration caused by 
complete inability to plan ahead. They do not know what 
the future has in store for them, and until they can make 
plans with a reasonable degree of confidence they are going 
to continue to be reluctant borrowers and unwilling spenders. 
If they were expanding as they did in the last decade, their 
activities would largely solve the problem of the railroads, 
and the roads and the utilities together would largely solve 
our recovery problem. 

Because of lack of faith in the future American business 
capital has not been replacing itself in the years since the 
bottom of the great depression. Capital which does not 
replace itself consumes itself, and we have been consuming 
our capital in these recent years. We shall continue to do so 
until we can restore a normal flow of new capital issues in 
the form of notes, bonds, and stocks sold to provide funds 
for expanding enterprise. 

In order to do that we must get away from the idea that 
government is responsible for recovery and for business 
conditions in general. We must abandon our dependence on 
pump-priming, for as long as that continues not only are 
the unemployed on relief, but our entire business community 
is on relief. 
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This is our second attempt at recovery from the long 
depression. If one were searching for a single indicator to 
show whether or not we were making a real recovery back 
to normal conditions, he might perhaps find the most reliable 
one in the figures showing what proportion of our entire 
output of finished steel consists of heavy products. In normal 
times half of all the steel produced in this country goes into 
heavy products such as plates, beams, rails, and castings. 
They are used for construction, railroads, power plants, 
machinery, and production equipment. 

In the past seven years only about one-third of the steel 
output has consisted of heavy products. The other two-thirds 
has been made up of the light products that go into such 
things as automobiles, refrigerators, household equipment, 
and containers for canned goods. In large measure the heavy 
products are bought by producers and paid for by security 
issues, while the light products are brought by consumers 
and paid for out of wages. 

Those steel figures hold the key to our recovery problem. 
If we could once more turn a normal proportion of our 
national energies back to production financed by expanding 
enterprise our recovery problem would be solved. It will be 
done when business men have enough faith in the future, and 
sufficient confidence in the prospects for profits, to lead them 
to shape their plans by long-term expectations. It cannot 
happen while we guide our national policies by the theory 
that recovery depends on consumer purchasing power sup- 
plied by pump-priming expenditures. 

This second recovery attempt of ours is based on the same 
economic doctrines that we followed last time. We have 
profited somewhat by experience, and the federal spending 
is being better administered than it was before. Nevertheless 
we are still failing to deal with the controlling factors. 
These include the problems of the railroads and the utilities, 
the meagerness of business profits, the difficulties of labor 
relations, and the competition of government with business. 

We are justified in feeling pretty confident about business 
improvement next year, and especially in the first half of next 
year, but this country needs a longer-term confidence than 
that. The year 1939 will test our national capacity to gen- 
erate a self-supporting recovery. If we can do that, and if 
the international situation does not become too unfavorable, 
our recovery can last a long time. The outcome depends on 
government and business, and on their ability to overcome 
obstacles in order to seize opportunities. 

Business men expect commentators to make forecasts as 






the old year draws toward its close. In compliance with this 
established custom the writer of the Business Bulletin 
hazards the following personal estimates about probable 
developments in 1939. 

The monthly average of industrial production was 110 in 
1937, and it will probably be 85 or 86 in 1938. It now 
seems likely that its average in 1939 will be about 104, and 
that it will not be higher or lower than that by more than 
four percent. 

National income seems likely to make a new high record 
4 ~ recovery period, and to be a little above the level of 

Wholesale prices will probably advance slowly in 1939, 
with their average level for the year above that of 1938, but 
lower than that of 1937. 

Average freight loadings may advance about 15 percent, 
with the increase probably not less than 10 percent or more 
than 20 percent. 

Automobile output in 1939 should be between 30 and 50 
percent larger than that of 1938. 

Contracts for new construction will probably be larger 
than those of any previous recovery year. They will probably 
be the largest since 1930, but not as large as those of that 
year. 

The value of department store sales will probably increase 
so that they will be nearer to the levels of 1937 than to those 
of 1938. 

The output of iron and steel is likely to be greater than 
that of 1935 but not as large as the outputs of 1936 and 
1937. The advance from this year’s level may well be be- 
tween 30 and 50 percent. 

Among series likely to make new all-time high records are 
petroleum refining, output of electric power, tobacco products, 
and the average hourly earnings of factory workers. 

Merchandise exports will probably be smaller and imports 
higher in value than in 1938, with imports probably greater 
than exports. 

It seems probable that the average price of all stocks listed 
on the New York Stock Exchange will be higher than it 
has been this year, and that it will be above the level of 
1935 and below that of 1936. 

The year 1939 will mark the 10 year anniversary of our 
last prosperity. Recovery is no longer merely something to 
be desired; it has become something that is required if we 
are to continue in the path of progress that made this nation 
great. 


Our Position Respecting Spain 


RED PROPAGANDA IN AMERICA 
By MERWIN K. HART, President, New York State Economic Council 
At meeting of American Patriots, Inc., held Friday, December 16, 1938, at Hotel Iroquois, New York 


actual conditions in Spain, I spent last September in 

that country. And since it was impractical to visit 
both sides, I spent the entire time in Nationalist or Franco 
Spain, which now constitutes 80 per cent of all Spanish 
territory. 

I had heard in America that troops were required to 
maintain order in the Franco area. I found that no troops 
were required—that after several years of practical anarchy 
the people welcomed the law and order that the Spanish 
Nationalists brought. I had heard that food was scarce and 
people were starving in Nationalist Spain, as well as in Red 


Gi I desired to get first hand information about 





Spain. I found this to be untrue—I found that food was 
plentiful and cheaper than almost anywhere else in Europe. 
I had never heard it denied that the Spanish Reds or “Loy- 
alists,” as propaganda in the United States has taught us to 
call them, had been guilty of shocking atrocities against 
Spanish Nationalists who came into their power. Even Mr. 
John Gunther, in his book “Inside Europe,” seems to admit 
the truth of this. From best estimates obtainable, I found 
that no less than 300,000 civilians—men, women and children 
had been murdered by the Reds the first two years of the 
war. Most of them were shot; some of them were burned to 
death; multitudes of women were violated. I had heard it 
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claimed by the Red sympathizers in the United States that 
the Franco forces had likewise been guilty of atrocities. I 
came to the conclusion that this was untrue. There prob- 
ably were isolated instances of wrongful killing of a person 
here and there. But there is no proof of any wholesale 
slaughter. 

One of the two principal bases of Red sympathizers for the 
claim of atrocities by the Spanish Nationalists is the alleged 
bombing of Guernica. This bombing was reported to the 
London Times by a special correspondent, on April 28, 1937. 
Apparently on the strength of that, Miss Dorothy Thomp- 
son, in her syndicated column of April 30th, told in detail of 
the horror of the affair. She described the bombing, building 
by building by the Franco airplanes, asserted that these 
planes pursued and killed women and _ children—finally 
asserted, indeed, that these planes followed up a flock of 
sheep and dispatched them (from airplanes, mind you) to 
the last sheep. It was one of the most splendid pieces of 
writing Miss Thompson has done. The only trouble was 
that the facts on which it was based were untrue. Somebody 
has stated that on May 4th, the London Times cabled its 
special correspondent in Spain that it then knew that his 
story was untrue. The Nationalist Government subsequently 
appointed a commission which investigated, in Guernica itself, 
what had happened to the town. They took the sworn testi- 
mony of many witnesses. They reported that the town had 
not been bombed—that it had been fired by the Reds who 
remained in the town and who had prevented the other in- 
habitants from putting out the fires. This committee pub- 
lished with this report 22 photographs. The photographs, 
prints of which I have in my possession, show many of the 
walls of five and six story buildings to be still standing. It 
is perfectly evident that fire, and not bombing, was the cause 
of destruction. As you well know, if a building is destroyed 
by a bomb from the air, the walls are always destroyed. 
When a building is destroyed by fire the walls frequently, 
but not always, remain standing. Moreover, I went to 
Guernica myself in September and talked, through an in- 
terpreter, with natives who had been present during the 
destruction, and whose story tallied completely with that of 
the government commission. 

It is apparent that Miss Thompson, subsequent to April 
30th, herself became skeptical about the facts as reported. 
For in her column of June 2, 1937, on the subject of the 
difficulty of ascertaining correctly just what is going on in 
Europe, she says: “Even the question of the bombing of 
Guernica is not established to anything approaching general 
satisfaction.” I concur with Miss Thompson’s conclusion of 
June 2nd. 

Yet I have seen no refutation published in the United 
States of the stories of this destruction by bombardment that 
were published in late April, 1937. 

Mr. John Gunther, in his last edition of “Inside Europe” 
published in October, 1938, republished the false story that 
was first circulated by the London Times. 

Other stories that I have heard of alleged Nationalist 
atrocities, including the story of the massacre of several 
thousand troops at Badajoz, have been likewise disproved. 

Not only have there been, I believe, no Nationalist atroci- 
ties beyond individual crimes (and little evidence of these) 
but the very stories of Nationalist atrocities are completely at 
odds with the most convincing evidence on the other side of 
the ledger. For in two years time, the Spanish Nationalists 
have built up a comprehensive system of social welfare in 
the organization known as the Auxilio Social. This organi- 
zation moves into all areas taken over from the Reds and 
distributes hot foods to all Spaniards, regardless of whether 
they have been Red sympathizers or not. In each of the towns 


it remains to organize permanent relief and rehabilitation. 
It has free dining rooms for boys and girls; cooking schools 
for women of all ages. Nurseries where working women 
may leave their children. It has undertaken many, if not 
most, of the various forms of social welfare with which we 
are familiar in the United States. It has today over 1,500 
= social centres in the various parts of Nationalist 
pain. 

And it may surprise many Americans to know that while 
the Nationalist Government has been conducting a civil 
war it has found time and money to build a number of hous- 
ing projects. In Seville I saw housing for 500 families com- 


pleted—housing that compares well with any in the United . 


States—and not only built but paid for in full, without the 
borrowing of a nickel. 

A country so practical and so effective in terms of social 
welfare—a country that builds houses for the very poor and 
rents them at $1.80 per house, per month—would hardly be 
found engaged in atrocities. 

Coming now to the United States, it is clear that the most 
tremendous propaganda has been going on for two years 
past to try to stir up sympathy with the so-called “Loyalists 
of Spain”—what has been called “our sister republic” —“our 
fellow democracy.” 

You have seen evidence of this propaganda on every hand. 
You have read misleading headlines and misleading stories 
in the newspapers. You have read many letters to the news- 
papers. You have seen queues of pickets on the streets with 
signs about the need to preserve democracy in Spain. You 
have seen people taking up collections on the streets for the 
“Loyalists.” If you have been to the theatre in recent weeks 
you have seen some glib-tongued young man spring to the 
stage between the acts and give a smooth talk about the need 
for collecting money for “Loyalists” and “Loyalist Spain” ; 
and while he talked girls have passed through the audience 
and picked up dimes and quarters, with here and there a 
dollar or a five dollar bill. 

Recently you have heard much about the need to lift the 
embargo against Loyalist Spain. You have seen letters ad- 
dressed to the President of the United States signed by 
certain college professors, certain labor leaders and certain 
well-known radical agitators, urging that the embargo be 
lifted. 

Now you don’t think, any more than I do, that all this 
just happened to take place. It has been done in the most 
organized way—very ably organized, too. It was not clear 
to me for a long time just how it was being done. But 
recently there came into my hands a document which tells 
the whole story—lets the cat out of the bag completely. This 
document is entitled, “Report to the Paris Conference on 
Aid to Republican Spain, July, 1938.” It is on the letter- 
head of the “Medical Bureau and North American Com- 
mittee to Aid Spanish Democracy, 381 Fourth Avenue, New 
York, N. Y. This organization, according to the letterhead, 
has two heads, or co-chairman. These are Bishop Francis J. 
McConnell of New York and Dr. Walter B. Cannon of 
the Harvard Medical School. 

Let us examine this document with some care. The open- 
ing paragraph is entitled, “Character and Scope of the Com- 
mittee”; and it is stated that: “The Medical Bureau and 
North American Committee to Aid Spanish Democracy serves 
as a coordinating body and clearing house for national organi- 
zations aiding Republican Spain.” 

The next paragraph names “the national affiliates of the 
Committee,” and among these we find: American Friends of 
Spanish Democracy; American League for Peace and De- 
mocracy (which, or the predecessor of which, the American 
League Against War and Fascism, was organized by the 
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Communist Party); the Communist Party; International 
Labor Defense; League for Industrial Democracy; Young 
Communist League. These six organizations are either 
Communist, or Communistic or are affiliated with Com- 
munism. Most interesting of all, of course, is the fact that 
the North American Committee to Aid Spanish Democracy 
is directly affiliated with the Communist Party. 

Now, this report is a long one—seven pages. It goes into 
many details—shows up the whole works. It makes per- 
fectly clear that the organized effort in the United States 
on behalf of "oyalist Spain is being conducted by Communists 
or by those affiliated with the Communist Party. 

On page 2 we read: “The national organization consists, 
(1) of a Board of Delegates, composed of representatives of 
the national affiliates. . . .” So one of the Board of Delegates 
must be the direct representative of the Communist Party. 

Now you are wondering perhaps, how authentic this report 
is. Let me say that it came to New York through an Ameri- 
can newspaper man of high standing, whose name obviously 
I will not divulge. The report is signed by “Herman F. 
Reissig, Executive Secretary.” 

If you have any doubt as to the authenticity of this report, 
let me say that I have talked with Mr. Reissig about it on 
the telephone, that he readily identified it; and that when I 
asked him if it were true that his organization is afhliated 
with the Communist Party, he told me that it is. 

Now we can study to some advantage some of the details 
in this valuable document. I quote the following excerpts 
from the report. On Page 2, I find: 


“A strong Youth Division has done valuable work in 
the various youth organizations in colleges and in the 
Y.M.C.A. and Y.W.C.A.” 

“In addition to its function as a coordinating body, 
the Committee functions also as an independent fund- 
raising and relief agency, with 131 chapters, established 
in the principal cities of the United States, which carry 
on their work under the direct supervision of the 
national office.” 

“From its organization in October, 1936, to the first 
of June, 1938, the Committee has collected in cash the 
sum of $633,504.01. In addition to the cash income, 
the Committee has collected and sent to Spain contribu- 
tions in kind valued at $330,400.” 


The Committee has also sent doctors, nurses, ambulance 
drivers and laboratory workers. Some of these ambulances 
were sent by funds raised from the students and faculties of 
various universities. It has been asserted a number of times 
elsewhere that some of these ambulances, before being sent 
to Spain, took part in one or more Communist parades. 

On page 3, the Committee lists certain details of the ex- 
penditure of money for relief in Spain. 

On page 3 also, the following interesting statement occurs: 


“Propaganda and Fund-Raising: At the beginning 
of the struggle in Spain its significance was little under- 
stood in the United States, and it is probably true to say 
that a majority of the people were either indifferent or 
hostile to Government Spain. 

“A recent authoritative poll of our people indicated, 
however, that at the present time at least 75 per cent of 
Americans, who have opinions on the question, support 
the cause of the Spanish Republic. While many factors 
have been responsible for this change, it is due, at least 
in part, to the fact that for nearly two years this Com- 
mittee has flooded the country with hundreds of thou- 
sands of pamphlets explaining the issues and appealing 
for help.” 

“A Speakers’ Bureau has on file a list of nearly 100 





men and women who are constantly speaking in every 
part of the country.” 


It is clear that the Committee is itself greatly impressed 
with the results of its propaganda, for on page 4 we read 
the following: 


“Press releases and magazine articles, initiated by the 
Committee, appear almost daily. Press interviews with 
returned members of our medical staff have gained wide 
attention. The radio has been put to good use with sev- 
eral national hook-ups and innumerable programs on 
local stations. 

“The following successful national speaking tours 
have been conducted: the Valencia delegation in the fall 
of 1936; the Spanish Youth delegation in the winter 
of 1937; the Bergamin, Preteceille, Sender, Meana dele- 
gation in the spring of 1938. In addition, at least ten 
prominent individuals have gone on tour to every part 
of the country, including Dr. Edward Barsky, Dr. 
Norman Bethune, and Father Michael O’Flanagan, 
of Ireland. 

“We have found the showing of films on the Spanish 
conflict of inestimable value. The following films have 
been shown hundreds of times throughout the country: 
Spain in Flames, Spanish Earth, Madrid Document, 
Heart of Spain, of which Heart of Spain has been the 
most successful. A new film, entitled Return to Life, 
is now being released. 

“Other campaign projects include exhibitions of 
photos and posters, bazaars, dances, fairs, and auctions 
of manuscripts and paintings. During the summer, 
special emphasis is laid on lectures and entertainment at 
vacation resorts. And during the present summer three 
field organizers will give their full time to touring va- 
cation resorts.” 


I do not recall that the American public was told at the 
time that “Spain in Flames” was propaganda—Communist 
propaganda at that. But in this report, as you can see, it 
was reported to the international office in Paris as one of 
the Committee’s achievements. 

The Committee reports as to its methods of fund-raising, 
as follows: 


“Methods of fund-raising: The following methods 
have been found most successful; mass meetings, at 
which collections are invariably taken, in addition to the 
admission charge, (at a meeting in Madison Square 
Garden on June wainth, the cash collection amounted to 
$13,000) ; tag days—permits are secured for street col- 
lections, in which hundred of workers take their places 
on the streets in front of theatres and other public build- 
ings and, in the larger cities collect, in this manner, in 
one or two days, several thousand dollars. Individuals, 
who have responded to direct letter appeals, number 
about 15,000.” 


We come now to one of the most interesting parts of 
this report, namely, as to the campaign to lift the embargo 
on war materials. With respect to this, the Committee 
says on Page 5: 


“Particularly since the beginning of the present year, 
the Committee has devoted a large part of its time and 
energy to the campaign to Lift the Embargo. Fifty 
thousand pamphlets and hundreds of thousands of 
leaflets on this subject were distributed. Hundreds of 
individuals and delegations were sent to Washington, 
and meetings of protest against the Embargo were held 
throughout the country. Almost daily the press carried 
reports of protest against the Embargo signed by in- 
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While we must 


fluential people in every walk of life. 
report with sorrow that this campaign was not success- 
ful, it is well within the bounds of accuracy to say that 
this Committee, with the help of other organizations, 
demonstrated that the overwhelming majority of the 
American people look upon the Embargo as a great 


wrong committed against a sister republic. The cam- 
paign against the Embargo continues even though Con- 
gress is not now in session. Millions of Americans are 
determined that this great wrong shall not be permitted 
to continue. It is especially significant that the protest 
against the Embargo has come from individuals and 
groups regardless of their attitude on other international 
questions. This is evidenced by the fact that the leading 
American exponent of neutrality, Senator Gerald P. 
Nye, introduced in Congress the resolution calling for 
a repeal of the Embargo and pleaded for the support of 
his resolution in a nation-wide radio hook-up. Some of 
the strongest resolutions against the Embargo have been 


adopted by church groups and by the _ national 
Y.W.C.A.” 


I have told you the facts about the bombing of Guernica. 
You will be interested, therefore, in this paragraph which 
is found on Page 6: 

“Protests Against Bombings: Beginning with a public 
protest against the destruction of Guernica, a protest 
‘signed by hundreds of the most prominent political, re- 
ligious and labor leaders in the country, the Committee 
has initiated many public protests which have gained 
wide attention. During the first week in July, this 
year, twelve leading Christian and Jewish ministers sent 
an appeal to nearly 10,000 clergymen asking them to 
observe Saturday, July sixteenth and Sunday, July 
seventeenth as days of solemn protest against the bomb- 
ings of civilians.” 

These are the more important parts of this report to the 
International Organization at Paris. Let me throw in here 
a bit of further information. You will remember that on 
November Ist, a steamer called the “Erica Reed” was sent 
by the North American Committee to Spain with wheat 
and medical supplies. A New York newspaper man visited 
the wharf while the vessel was completing her loading at 
New York and found packages of goods which were to be 
put aboard, and which were addressed to the C.N.T. at 
Barcelona. The C.N.T., as you probably know is the Com- 
munist Labor Organization in Barcelona. From those who 
are afhliated with communism—to communists. Presum- 
ably, the C.N.T. when it received these supplies distributed 
them to those whom they wished to have them. It is an 
interesting speculation as to how much of these supplies 
found their way to persons in Red Spain who happened not 
to be Communists. 

Now there is another phase of this matter. Late in Sep- 
tember, two American prisoners were brought into the con- 
centration camp of the Spanish Nationalists located at Burgos 
in Spain. These two men each stated in the presence of 
several persons that they had been recruited in the United 
States by the North American Committee to Aid Spanish 
Democracy. There is a Federal Statute forbidding the re- 
cruiting of persons on American soil to engage in a foreign 
war. How many such persons have been recruited by the 

North American Committee? These two prisoners stated 


that their passports, marked ‘Valid for Spain,” were ob- 
tained for them at the State Department by the Committee. 
What representations were made to the State Department, 
and by whom, that resulted in the issuing of these passports— 
for certainly the State Department would not knowingly 
have issued them? 





Many of those persons recruited in the United States 
(and estimates of those recruited run from three to eight 
thousand) had their American passports taken away from 
them when they reached Spain. What became of those pass- 
ports—especially since many of the owners of them were 
killed? In this connection I have heard it said, although I 
have been unable to corroborate it, that Spanish Communists 
and Spanish Anarchists that had been seen in Red Spain 
within the past year had been seen on the streets of New York 
within the past three months. Did they come in by means 
of some of these passports? 

And there is still another interesting question. Yesterday, 
according to the newspapers, 149 of those who had been re- 
cruited in the United States and went abroad to fight for 
Red Spain returned to the United States. They were met 
by American citizens and as much honor paid them as though 
they had been fighting for the United States itself. One of 
these men is quoted as saying that the fight for Loyalist 
Spain (that is to say the Communist cause) would go on. 
The implication, at least, was that they would see to it, so 
far as possible, that it did. 

The news account in the New York Herald-Tribune of 
this morning has this paragraph :— 

“At inspection state department officials confiscated 
all veterans’ passports because they had violated neu- 
trality legislation by enlisting with foreign forces. Some 
had lost their passports and the process of proving their 
citizenship dragged along until nearly noon.” 


As a matter of fact, the men returning from Spain are, 
I understand, of two kinds. One is the kind that has been 
completely disillusioned—he was persuaded to go abroad, 
not knowing the true significance of the fight. He is fed up 
and is through. The other group is made up of men who 
are true radicals by nature—true disciples of revolution. 
Each of these men, wherever he settles down, will continue 
to be a center of revolutionary activity. He has been fighting 
with communists. He is essentially against the kind of gov- 
ernment for which the United States stands. He is as much 
opposed to the American system as he was before he went 
abroad. He is even more dangerous to the United States 
now, in that he has been through what is, in effect, a Com- 
munist school in Spain. 

There is an analogy to this in something that happened 
in Spain in the spring of 1936. About 100 Spaniards re- 
turned then from Russia where they had been intensively 
studying revolutionary methods for a year. They arrived in 
Spain just in time to take part in the organizing and build- 
ing up of the Red forces. There is little question that those 
who plan revolution in the United States (and they are first 
cousins to those who planned the Spanish trouble) will use 
many of those men who have had this special training in 
Spain. Yet these men are received here like returning heroes. 

* . — * * * 


To sum up then, we see in the North American Com- 
mittee to Aid Spanish Democracy an example of the work- 
ings of what hard-boiled Communists call an “Innocents 
Club”—an organization doubtless formed by a mere handful 
of persons, who knew precisely what they wanted, and to 
membership in whose advisory and other committees (some 
of which are listed on the letterhead of this organization) 
have been inveigled men and women of great respectability 
and high standing in their respective fields, but who prob- 
ably have no conception of what the thing is all about. Thus, 
along with radicals there are, for instance Bishops of the 
Episcopal and other churches, who have lent their names to 
what now stands out as one of the Communistic organiza- 
tions of the United States. Apparently, nearly the whole of 
the propaganda in the United States for “Loyalist Spain” 
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for “Our Sister Republic” for “Our Fellow Democracy” is 
being conducted by this North American Committee. 

The confiscating of American passports, as shown in this 
morning’s Herald Tribune, clearly shows that in the eyes 
of the State Department the enlisting of these men on Amer- 
ican soil was clearly contrary to the statute. But the Statute 
(Section 22—Title 18—of the U. S. Criminal Code) says, 
in effect, that the penalty for enlisting or retaining another 
person to enlist or to go beyond the jurisdiction of the 
United States with intent to be enlisted in the service of any 
foreign state, is a crime to be punished by a fine of not more 
than $1,000 and imprisonment for not more than three years. 
Is action toward those who have violated the law (if it has 
been violated, as the State Department seems to believe) 
going to be limited merely to the taking away of passports? 

The North American Committee shows clearly in the re- 
port to the Paris Conference that its chief objective has been 
to persuade the United States Government to lift the em- 
bargo against Red Spain. Kecently, I have been advised, the 
French frontier has been actually closed by’ the Daladier 
Government. Formerly, as many as two hundred truck 
loads a day of munitions crossed that frontier. Now the 
supply of munitions is cut off, except by sea. Franco will 
have little difficulty in winning the war—unless the embargo 
is lifted by the United States. But if the embargo were 
lifted by the United States, the only way the United States 
could send munitions to Red Spain would be to convov the 
ships by our own war vessels. That would throw us imme- 
diately into conflict with Germany and Italy, who cer- 
tainly would not permit, at this late date, the winning of 
the Spanish War by the Communists. We would have gone 
to war with two anti-Communist nations, at the instance of 
the Communist International, working through the North 
American Committee to Aid Spanish Democracy. 

And that leads to this observation on the general inter- 
national situation. Recently certain elements in the Nazi 
Government in Germany appear to have been guilty of un- 
fair, to say the least, and unwise persecution of certain of 
the population in Germany. Such procedure is rightly con- 
demned by many people in the United States. But, I believe, 
from a comparison of the issues of the London Times of 
certain days and the corresponding issues of certain American 
newspapers of the same dates, that the story of what hap- 
pened in Germany, bad as it was, has been exaggerated. Per- 
sons have been killed by the Nazis—let us concede that— 
but even from the American stories they have not been over 


a handful. And I have gone back through the files of one 
of our greatest American newspapers for the first three 
months of the Spanish Revolution, during which time, un- 
doubtedly 100,000 civilians were shot, burned to death and 
otherwise executed by the Reds, and I find a gross playing 
down by our newspapers of those atrocities—a playing down 
so great that the American people were kept (except for the 
utterances of certain American Catholics—and I, myself, 
am not a Catholic) in almost complete ignorance of what 
was taking place. It is my belief that Communistic influ- 
ence (working as now through many groups) was responsi- 
ble for that playing down of the Spanish tragedies just as I 
believe it is now responsible for the playing up of the Ger- 
man atrocities. 

And now a last word about Fascism. We hear today, 
ad nauseam, the epithet, “Fascism.” Every Communist, 
every Liberal, every member of an “Innocents’ Club,”— 
every one, indeed, who has fallen for the propaganda of 
these groups, is calling anybody who disagrees with him a 
“Fascist.” 

It will be interesting to many people, though it may not be 
very pleasing to their pride to learn that the cue for the 
use of the epithet “Fascist” had its inception in 1935 in the 
speech of Georg Dimitroff, at the conclusion of the Seventh 
World Congress of the Communist International in Mos- 
cow. It is clear from this speech that Fascism was to be the 
war cry against all who opposed Communism. It is clear 
that the epithet Fascism was to be applied against what the 
capitalist system, the American System of private enterprise 
is and represents. 

This epithet was, therefore, manufactured in Russia and 
put into the mouths of those who are using it today by the 
Communist International. Just as so many of the American 
people were stampeded by the recent radio presentation by 
Orson Welles, so they are likewise being stampgded by the 
Moscow-made cry of “Fascism.” 

But let us not forget that Communism, now far along in 
its scheme to control America clearly stated in their program 
of the Communist International published in 1936 their real 
objective. They said :— 


“The Communists disdain to conceal their views and 
aims. They openly declare that their aims can be at- 
tained only by the forcible overthrow of all the exist- 
ing social conditions. Let the ruling class tremble at a 
Communist revolution. The proletarians have nothing 
to lose but their chains. They have a world to win.” 


We Will Uphold The Monroe Doctrine 


THE HISTORIC POLICY IS NOT TO BE CHANGED 
By ALFRED M. LANDON, Republican Presidential nominee in 1936 and a member of the United States 


delegation to the eighth Pan-American conference 


From Lima, Peru, December 18, 1938 


N order to meet a problem we must first understand it. 

We must be willing to face the facts without fear or 

hesitation and judge them without being blinded by 
emotion or high-minded desires. 

Events in any one of these American states inevitably 
have consequences in the life of the others. Hence, in 
speaking to you about the affairs of this region, I am speak- 
ing of something certain to affect the course of American 
ife. 

There is conflict going on right now within many coun- 
tries to the south of us, Communism, Nazism and Fascism 





are waging vigorous and aggressive campaigns to gain posi- 
tions of influence and control in our sister republics to the 
south of the Rio Grande. In this war many instruments 
are employed: propaganda for arousing of prejudices of 
particular groups, and sometimes the use of purposeful eco- 
nomic arrangements. That these are the instruments instead 
of bayonets does not make it any less real and dangerous to 
democracies. 

What many people do not appreciate is that commerce 
under completely controlled arrangements has potential 
meaning and effects far different from those of ordinary pri- 
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vate commercial arrangements to which we in the United 
States are accustomed. Each day drives that fact home 
more clearly and compels our attention. These controlled 
states can and many times do disregard private profit calcu- 
lations and even long-run economic benefits in an effort to 
extend their political influence or control. This tends in 
that way to increase the possible area and occasion of diplo- 
matic conflict. 

The duty of leadership in the maintenance of democracy 
plainly devolves in a large measure upon us. We must 
fulfill this leadership vigorously and fearlessly. I think we 
can be confident in the long run that neither Communism 
nor Nazism is going to succeed anywhere in this hemisphere. 
The spirit of liberty is too strong. Nevertheless, this strug- 
gle of Fascism and Communism is a matter of great moment 
to us. Unless we in the United States have become so soft 
that we no longer are concerned as to whether other countries 
get a foothold in this hemisphere, the time has come when 
in common with other American republics we must take 
account of these activities in a serious and practical way. 
This means going beyond mere words and gestures. 

We need only to review events of central Europe to see 
the effectiveness of these new methods of penetration or con- 
trol when used for aggressive political purposes. Their 
economic set-up has enabled the central powers to get where 
they are today, even though it be temporary, by monopolizing 
production and business for political purposes. ‘Toward 
these changes in Europe in themselves we have no primary 
responsibility, but observing them, all of us must guard care- 
fully against similar effects in this hemisphere—especially 
when accompanied by subversive propaganda. We all wish 
to conduct enlarged trade with all the world, and differences 
in circumstances produce differences in methods and types of 
trade. But I suggest we assure ourselves that trade arrange- 
ments are just ghat and nothing more. 

In the lig?* of contemporary developments this conference 
is more than a peace conference. It also is deeply interested 
in the matter of mutual defense should that become necessary. 
We are engaged in perfecting a loose and flexible working 
organization for two purposes: First, to safeguard peace 
between us, and, second, to enable us to consult with each 
other on any matter of common interest. In the end, of 
course, the spirit alone tells. Organization is only an instru- 
ment for willing spirits. But I believe our progress in this 
organization increases our security in the maintenance of 
the principles of democracy which, now more than ever, the 
American republics must be prepared to uphold. 

Relations of the American republics are of the greatest 
importance, and the future is heavy with possibilities directly 
affecting our economic and political life. All of us in this 
hemisphere are facing a world which on both sides of us 
is growing harder and more brutal every day. We Ameri- 


cans—all of us, from Hudson Bay to the Straits of Magellan 
—have nothing in common with these new tyrannies. We 
are horrified and shocked by their incredible brutality. We 
reject the philosophy of these Fascist, Nazi and Communists 
powers as alien to everything we prize and stand for—to 
our hopes and ideals for justice and tolerance. 

Agents of the totalitarian powers are busy spreading 
propaganda all over Central and South America to the effect 
these countries cannot count on the continuity of the policy 
of the United States. Let me say there is one policy which 
the people of the United States have pursued for over a cen- 
tury regardless of election results. That policy is that the 
United States will not tolerate any foreign government gain- 
ing a foothold on this continent. And, if I am any judge, 
there is in evidence here at this conference in Lima the same 
patriotic determination on the part of our fellow American; 
down this way to maintain this independence. A large meas- 
ure of the credit for a more friendly understanding that now 
exists between the United States and other American repub- 
lics is due to the wisdom and patience of Secretary of State 
Cordell Hull. 

We Americans have had our family disputes and may 
continue to have them, but let me say any one would be 
making a great blunder to mistake these differences for dis- 
unity, for in the end we will always unite against any out- 
side aggressor. 

Need it be said that the United States has nothing to 
be afraid of? If there is one country that is not directly in 
the line of fire it is ours. Monroe (President James Monroe, 
father of the Monroe Doctrine) made it perfectly clear 115 
years ago that we would resist any foreign country attempt- 
ing to establish domination anywhere on the American con- 
tinent. Never for one moment since have we faltered in that 
doctrine. This historic policy is not going to be changed no 
matter what party is in power. I know that in saying this 
I am speaking for Republicans as well as Democrats, because 
at home in this matter there is not and will not be any party 
division. 

The United States wishes to live in peace with every 
country in the world, I believe every other American republic 
has the same profound desire. 

At the meetings here we are trying to make more complete 
and effective the means of dealing with any controversies and 
disputes that may arise between us. It would be a most serious 
matter to have this common political aim disturbed by am- 
bitions or activities of outside countries by which they may 
believe they stand to gain by causing dissension among us. 
Rather, it is to be hoped that all other countries outside this 
hemisphere will unite their policy with ours, as many are 
now doing. For the bases on which we are building have 
universal validity as the essentials of friendly and peaceful 
relations between states. 





The Rev. Geo. W. Chessman, pastor of the First Baptist Church of Peoria, IIL, writes: 


“I am sending enclosed my subscription for another year. I feel inclined to com- 
mend you for the character of publication you are giving to the American people. 
In the speeches we are getting the wisdom of men who excel in their distinctive 


spheres of service is boi 


ed down into the compass of a single address. I person- 


ally am convinced that VITAL SPEECHES is an indispensable asset for a 


minister’s study table.” 
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